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(i) 


STATEMENT OF QUESTIONS PRESENTED 


1. The question is whether the appellant,a mutual benefit associa- 
tion of public school teachers formed to provide retirement annuities to 
its members, created an irrevocable trust with its funds in 1928 or 
whether the appellant Association created an arrangement which it had 
a right to modify later, as it did in 1957, by increasing the annuity 
benefits to its members, utilizing partially the accumulated funds of 


the Association (corpus) to pay such annuities. 


2. The question is whether certain provisions which were placed 
in the Constitution of the appellant Association for the first time on the 
occasion of the Constitution's revision in 1928 and which provided for 
the use of the income from the accumulated funds of the Association 
(after first paying prescribed annuities to members) for the benefit of 
certain non-members of the Association - namely, a group described 
as the "white teachers of the public schools of the District of Columbia"- 
were invalid as being in violation of the basic purpose and object of the 
Association which was solely to benefit members and, accordingly, were 
no bar to the action taken by the Association in 1957 to increase the an- 
nuity payments to its members. 
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TEACHERS ANNUITY AND AID ASSOCIATION 
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v. ! 


THE RIGGS NATIONAL BANK OF WASHINGTON, 
D. C., TRUSTEE, SUCCESSOR BY CONSOLIDATION 
TO THE WASHINGTON LOAN AND TRUST COMPANY, 
A BANKING CORPORATION OF THE DISTRICT OF 
COLUMBIA, TRUSTEE, | 


Appellee . 


APPEAL FROM ORDER OF THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 


BRIEF FOR APPELLANT 


JURISDICTIONAL STATEMENT 


This is an appeal from an order of the United States District Court 
for the District of Columbia granting the motion for summary judgment 
of the appellee, The Riggs National Bank of Washington, 'D. C., trustee, 
which order was entered on May 5, 1959 (JA 61). The appellee, plain- 
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tiff below, filed its "Complaint By Trustee For Court Instructions As 
To Its Rights And Duties" in the lower Court and jurisdiction therein 
was based on District of Columbia Code, 1951 Ed. Sec. 11-301, et seq. 
and upon Title 28, Sec. 40, U. S.. Code (JA 2-35). Notice of appeal 
was filed May 8, 1959, (JA 62). 


Jurisdiction of this Court is based on 28 U.S.C. Sec. 1291. 


STATEMENT OF THE CASE 


This is an appeal from an order of the United States District Court 
for the District of Columbia, granting the motion for summary judgment 
of appellee, The Riggs National Bank of Washington, D.C. The issues 
presented by that motion and by this appeal involve the right of the ap- 
pellant Association, by its formal action in 1957, to increase the an- 
nuity payments to its members. These issues must be resolved pri- 
marily on the basis of the various documents which appear in the back- 
ground of the appellant Association. The facts and pertinent documents 


bearing on these issues are outlined below in the order of their occur- 


rence. 


(a) 1894- In 1894 there was no plan in existence providing 
retirement benefits for the teachers of the public schools of 
the District of Columbia who were no longer able to teach 
by reason of old age or physical disability. To meet this 
serious need a group of teachers in the District of Columbia 
public schools organized and formed a District of Columbia 
corporation, Teachers Annuity and Aid Association of the 
District of Columbia, the appellant. The Articles of In- 
corporation of appellant (JA 41-44) specifically stated the 
“business and objects" of the corporation as being the pay- 
ment of ". . . annuities to retired and to permanently 
disabled teachers who are members of the Association . . ." 
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(emphasis supplied) (JA 43). These Articles of Incorporation 
remain in effect today, the only change ever made therein was 
the extension, in 1914, of the corporate life from twenty years 


to perpetual. 


1894 - Original Constitution of the Teachers Annuity and Aid 
Association adopted (JA 44-51). This Constitution contained 
the same statement of the "objects" of the Association as is 
contained in the Articles of Incorporation... . : 


1920 - Enactment of Federal Retirement System with the 
result that teachers were no longer joining defendant Associa- 


tion in the required numbers. 


1894 to 1928 - During these years several hundred public 


school teachers joined defendant Association, | were issued a 
formal certificate of membership (JA 51-53) and paid regular 
dues in anticipation of eventually receiving $600.00 of annual 


retirement benefits. 
January 21, 1928 - At their regular annual meeting in 1928 
the members of the appellant Association adopted a revised 
Constitution closing the membership and establishing an ar- 
rangement for the deposit of the Association's accumulated 
funds in trust with The Washington Loan and Trust Company 
(since succeeded to by The Riggs National Bank of Washington, 
D.C., appellee) for management and investment; under this 
arrangement the funds of the Association were to be controlled 
by the Association through the provisions of its Constitution. 
In revising the Constitution of the Association the members 
voting at the 1928 meeting added an entirely new provision to 
the Constitution which had not been contained in the original 
Constitution of the Association. This new provision pro- 
vided that after the Association had fully satisfied its annuity- 
payment obligation to its members then the income from the 
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accumulated funds of the Association deposited with the 
trustee bank was to be used, at the discretion of the Board 
of Trustees of the Association, for the benefit of a group 
described as the "white teachers of the public schools of the 
District of Columbia". The revised Constitution of 1928 
was expressly subject to amendment under Article XI (JA 5, 
14, 37) as was the original Constitution. 


June 26, 1928 - A Declaration of Trust (JA 14-18) was ex- 
ecuted, with the appellant Association as donor and The 
Washington Loan and Trust Company (now Riggs National 
Bank) as trustee, under which trust the funds of the Associ- 
ation were deposited with the trustee bank for management 
and investment; the trust to be administered in accordance 
with the provisions of the Corstitution of the Association 
then in effect (of January 1928) and in accordance with future 


revisions of the Constitution. 


1931 - The Constitution of defendant Association was again 
revised by its members, the principal revision consisted of 
reducing the governing body of the Association to a self- 

perpetuating board of trustees; this Constitution was silent 


insofar as the procedure to be followed for further amendment. 


May 18, 1933 - An instrument entitled Ratification and Con- 
firmation" was obtained by the trustee-bank from the Asso- 
ciation which had the effect of ratifying the trust arrangement 
as created in 1928 (by the trust agreement of 1928 and the 
revised Constitution of appellant of 1928) and demonstrated 
that the appellant Association continued to maintain control 

of the disposition of its funds in the hands of the trustee-bank. 


June 1957 - Over the years prior to 1957 the number of 
member-annuitants of appellant had steadily decreased (now 


45) and the remaining members were receiving only a meager 
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annuity payment (averaging $8.33 per month) from the As- 
sociation. These members of appellant, ranging in age 
from 74 to 93, are in considerable need of financial assist- 
ance to pay for subsistence and medical care (JA 59). It 
was under these circumstances that the appellant Association 
in 1957 (by unanimous action of its Board of Trustees and 
100 per cent of its members) again took formal action to 
revise its Constitution; this Constitution provided for the 
increase of annuity payments to members to $50.00 per 
month, totaling $600.00 per year (the amount anticipated by 
the original Constitution), such annuities to be paid from 
income and to the extent that the income is insufficient to 
then pay the same from the accumulated funds of the Asso- 


ciation deposited with the appellee trustee as corpus. 


The appellee, as trustee, raised a question with respect to 
the aforementioned action by the Association in June 1957 
and by its complaint (JA 2-35) sought the instruction of the 
lower Court thereon. The lower Court in granting the mo- 
tion of appellee for summary judgment, held that the appel- 
lant had by its action in 1928 created an irrevocable trust 
and that the members did not have the right to take the action 
they did in 1957 (JA 60, 61). : 


STATEMENT OF POINTS 


1. The lower Court erred in granting the appellee's motion for 


summary judgment. 


2. The lower Court erred in ruling that it was the intention of the 
appellant in 1928 to create an irrevocable trust with its funds. 


3. The lower Court erred in ruling that the appellant did not have 
the right to take the action it did in 1957 to increase the annuity benefits 
to its members. : 
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SUMMARY OF ARGUMENT 


I. On the basis of the facts and documents presented the lower 
Court should have ruled, as a matter of law, that the appellant Associa- 
tion did not by the trust agreement of June 1928 and the revised Constitu- 
tions of the Association of 1928 and 1931 create an irrevocable trust with 
its accumulated funds but rather created a trust arrangement which was 
tied to and subject to being administered in accordance with the provi- 
sions of the Constitution of the Association as it might, from time to 
time, be amended or revised by the Association. Accordingly, the ap- 
pellant Association was entitled to further revise its Constitution, as it 
did in 1957, so as to increase the annuity benefits to its members using 
income and then, to the extent required, corpus to pay the same and it 
was the duty of the appellee, as trustee, to administer the funds of the 


Association in accordance with such revised Constitution. 


Il. Reference is made to the provisions which were placed in the 
Constitution of the appellant Association for the first time in 1928, which 
provisions provided for the use of the income from the accumulated funds 
of the Association which were deposited with appellee, as trustee, first 
for the payment of annuity benefits to members and thereafter to use such 
income for the benefit of non-members of the Association, namely "white 
teachers of the public schools of the District of Columbia" who, in the 
discretion of the Board of Trustees of the Association, were in need. 

- Appellant contends that such provisions, like other provisions of the 


- Constitution, were subject to modification or amendment by the Associa- 


tion. To the extent, however, that such provisions relating to "white 
teachers", etc., might be construed as irrevocably committing the funds 
of the Association to a purpose benefiting persons who are not members 
of the Association, such provisions would be invalid as being beyond and 
in violation of the original purpose and object of the appellant corporation 
_ as expressed in its Articles of Incorporation and, accordingly, they were 
no bar to the action taken by the Association in 1957 to increase the an- 
nuity payments to its members. 
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ARGUMENT 


I 


THE PROVISIONS OF THE TRUST INSTRUMENT OF 1928 
AND THE REVISED CONSTITUTION OF THE APPELLANT 
ASSOCIATION OF 1928 ESTABLISHED A TRUST ARRANGE- 
MENT WHICH WAS SUBJECT TO REVISION AND MODIFI- 
CATION BY THE ASSOCIATION 


(a) Nature of Trust Agreement of 1928 


The Trust Agreement of June 1928, (JA 14-18) under which appel- 
lant is the donor and the predecessor of appellee was the trustee, stand- 
ing alone, does no more than provide for the deposit of the Association's 
funds with the trustee bank for an indefinite period and the management 
and investment of such funds by the bank, and does not purport to provide 
the purpose for which the funds are to be used, the beneficiaries or the 
amounts to be expended, these substantial matters being expressly left 
to the control of the Association through the provisions of its Constitu- 
tion as such Constitution might from time to time be revised by the As- 
sociation. The same trust instrument has been unaltered and is in ef- 
fect today as the one under which the trustee must administer the funds 
of the defendant Association. : 


(b) The 1928 Trust Instrument Was Insep- | 
arably Tied to and Subject to the Con- 
stitution of the Appellant Association 
and Further Revisions Thereof 


The following excerpts from the Trust Agreement of June 1928 (JA 


14-18) show that the trust instrument itself was entirely subject to and 
could be administered only with reference to and in accordance with the 
provisions of the Constitution of the Association then in effect and in ac- 
cordance with future revisions of such Constitution; and further, such ex- 
cerpts show that the trust instrument anticipated and expressly provided 
for future revisions in the Association's Constitution to which the Trust 
Agreement is tied (emphasis in such excerpts supplied). 
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(1) The trust instrument (JA 14-18) throughout its paragraphs 
makes frequent references over to various articles of the 
revised Constitution of the Association as adopted by its 
Members in January 1928 (JA 14-17). 


The trust instrument at its 4th paragraph recites: 


“Whereas a copy of the revised Constitution 
aforesaid of donor which is hereby referred 
to and made a part hereof and for identifica- 
tion signed by the Recording Secretary of 
donor on its behalf, is hereto attached and 
shall be treated as the Constitution now in 
force, and trustee shall be entitled to consider 
that such Constitution shall remain in force 
until notified officially by donort'; (JA 15). 


The 7th paragraph of the trust authorizes the trustee to 
“disburse . funds of the ‘annuity fund’ upon written 
order and direction of . . ."* designated officers of 
the donor Association in accordance with specified 
provisions of the revised Constitution of the Associa- 
tion. (JA 16). 


(4) The trust instrument at page 3, 11th paragraph, provides: 


"IN FURTHER TRUST, should trustee be re- 
quired under any future revision of the said 

_ revised Constitution of donor to perform any 
other services than herein expressly men- 
tioned or referred to in the management of 
the ‘trust fund’ and the receipt and disburse- 
ment of income therefrom and in the receipt 
and disbursement of funds of the ‘annuity fund’ 
trustee shall be guided by any such future revi- 
sion of said revised Constitution aforesaid, and 
further should trustee be required to perform 
any services now rendered by any of the of- 
ficers of donor, such services shall be like- 
wise rendered and performed pursuant to any 
such future revision of said revised Constitu- 
tion of donor;” (JA 16 
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The 12th paragraph of the trust provides for semi-annual 
statements by the trustee to the donor Association ". . . 
showing receipts and disbursements of assets of the ‘trust 
fund' (corpus) and also receipts and disbursements of as- 
sets of the ‘annuity fund';" (JA 16, 17). 3 


Page 4, 14th paragraph of the trust provides that “donor 
shall annually, after the election of its officers notify 
trustee officially of such officers, furnishing their names 


and also specimen of their signatures"; (JA 17 ). 


Page 4, 16th paragraph of the trust in dealing with the 
trustee's compensation expressly anticipates the pos- 
sibility that the corpus of the trust might be distributed 
at some future time, said paragraph providing We 
and to a further fee of three (3) per cent of the corpus 
of the 'trust fund' if and when such corpus should be 


distributed by trustee in any manner whatsoever." 
(JA 17) | 


(c) Revised Constitution of 1928 Was Ex- 
pressly Subject to Amendment 
The revised Constituion of 1928 of the defendant Association (JA 10- 
14) to which the 1928 trust agreement is tied, under Article XI of the 
Constitution (JA 5, 14, 37), was expressly subject to amendment. This 
amendment provision was identical with that contained in the original 
Constitution of the Association in Article XII (JA 51). Accordingly, 
every provision of the Constitution of the Association, to which the trust 
was tied, was subject to amendment by action of the members. That 
right to amend included the right to amend or revise those provisions of 
the Constitution which provided the manner in which the funds of the As- 
sociation were to be expended (namely, the expenditure of income to pay 
first the annuities to members of the Association and thereafter, as pro- 
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vided for the first time in the 1928 Constitution, to use such income for 
the benefit of "white teachers of the public schools of the District of 
Columbia" in the discretion of the Board of Trustees of the Association). 


0 


THE REVISIONS SUBSEQUENTLY MADE BY THE ASSO- 
CIATION IN 1931 IN ITS CONSTITUTION DID NOT CHANGE 
THE RIGHT OF THE ASSOCIATION TO FURTHER REVISE 
ITS CONSTITUTION AT A LATER DATE 


(a) Nature of 1931 Revisions to Constitu- 
tion of Appellant Association 

The first revision of the Association's Constitution following the 
creation of the trust arrangement in 1928 and as contemplated by the 
terms of the trust was made by the Association in 1931 (JA 18-23). The 
principal effect of the 1931 revision was to simplify the administrative 
work of the Association by placing the active management of the affairs 
of the defendant corporation in the hands of a self-perpetuating board of 
trustees. The 1931 revision of the Constitution was silent insofar as 
any express provision containing the procedure to be followed in making 
‘any future revisions or amendments to the Constitution. It is significant 
to note that the action taken by the Association in 1928 and 1931 lacked 
the approval of all the members of the Association (JA 58, 59). In 
contrast to this the action taken in 1957 by the Association was by the 
unanimous approval of the Board of Trustees and 100 per cent of the 
members (JA 59). 


(b) The Appellant Association Continued to 
Have the Right to Further Revise Its 
Constitution 
Following the 1931 revision of the Constitution, the defendant Asso- 
ciation continued in all respects to exist and, as a matter of law, its 


-members continued to have a right to vote and the right to make further 


revision of or amendment to the Constitution of the Association, which 
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rights are inherent and continuing. The fact that the 1931 Constitution 
was silent regarding amending procedure did not affect the right of the 
Association to further amend as it did in 1957. The following points and 
authorities support this position: (emphasis therein supplied) 


(1) With respect to the nature of the document designated 
the "Constitution" of the appellant Association such 
Constitution, to which the 1928 trust is tied, contains 
the working rules of the Association and serves as its 


by-laws. | 
38 Am. Jur. 451 Mutual Benefit Societies § 12 Constitution. 


". . . The constitution of an association of this 
nature, whether incorporated or not, is in no 
sense a charter or a part thereof unless it is 
embodied therein, but merely a code of laws 
adopted by the association, which in legal effect 
are virtually nothing more or less than Sees 


under an inappropriate name." 
Annotation in 171 ALR at page 8: 


"Generally speaking, the power of amendment being 
essential to the continued existence and well-being 
of every legal entity, the right of mutual benefit 
societies to alter, amend, or repeal their by-laws, 
and to enact others, consistent with the purpose 
for which they are organized, is universally 
recognized as being inherent and continuous for 
all proper objects." 


10 CJS 270, 829 - Alteration by sii Repeal, 


or Further Enactment. 


“An unincorporated association has inherent power 
to alter its articles of association, and, likewise, 
an association, whether incorporated or unin- 
corporated, has inherent power to alter its con- 
stitution and by-laws, either by an amendment or 
a repeal of existing rules, or by the enactment of 
additional rules . . ." 
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Supreme Lodge Knights of hias v. Kutscher, 179 
Tl. 340, 345, 346, 53 N.E. 620, 622, 70 Am. St. 
Rep. 115. (The Knights of Pythias was incorpo- 
rated in 1870 under the laws of the District of 
Columbia, as was the present defendant, Teachers 
Annuity and Aid Association). In ruling upon an 
amendment to the organization's constitution, which 
amendment related to the mutual insurance plan 
provided for its members, the Supreme Court of 
Illinois stated: 


"The constitution was no part of the charter of 
the corporation, and was but a by-law under 
another name, and could not take from the law- 
fully constituted authorities of the corporation 
the power inherent in it as a corporate body to 
adopt, from time to time, such other by-laws 
as its charter permitted and its necessities 
required. The same body that enacted the by- 
laws called the ‘constitution’ had the power to 
alter, amend or repeal them, and to do so in 
any lawful manner. The majority of the corpo- 
rate authorities cannot at one meeting pass a 
by-law taking away from their successors, 
acting within the charter and by a majority, the 
power to repeal or amend the by-laws of the 
corporation or to enact new ones." 


38 Am. Jur. 456, 457, 819 Generally; Power of 


Amendment or Repeal 


"Obviously, in the absence of statutory authoriza- 
tion, an incorporated association possesses no 
power to amend its charter and is dependent 
upon the will of the legislature for any changes 
it may desire therein. With respect to its con- 
stitution, however, an incorporated:association _ 
possesses ‘the power of amendment, as an at- 
tribute of its corporate life. Consequently, 
with the exception of rights vested thereunder, 

- its constitution may be altered, abrogated, or 
repealed by the power which adopted it unless 
some higher rule restrains or prohibits a change 
or repeal, and members of such associations, 
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whether incorporated or not, are bound by 
amendments and additions to the constitution, 
when adopted in accordance with existing 
rules, even though they vote against the changes 
so made. If anew and complete constitution 

is duly adopted by a benefit society it supersedes 
all portions of former constitutions which are 
not embodied therein. 


“As the power of amendment is essential ee 
continued existence and well-being, the right of 
mutual benefit societies to alter, amend, or 


repeal their by-laws, and to enact others con- 
sistent with the purpose for which they are organ- 


ized, is universally recognized as being inherent 
and continuous for all proper objects. Generally 


speaking, the same body which is authorized to 
make by-laws may change, amend, or repeal 
those already in existence at any regular meet- 
ing, subject to such restrictions as may have 
been imposed by the fundamental law of the organ- 
ization." 


38 Am. Jur. 452 - Mutual Benefit Societies 813. 


“. . . Although the power to enact by-laws is 
sometimes expressly conferred upon incorpo- 
rated associations, it is by no means necessary; 
for the right to make by-laws is incidental to the 
existence of a body corporate, and is inherent 
therein. Where the power to enact by-laws is 
not vested by the constitution, articles of asso- 

4. ciation or charter, ina select body, it resides 
’ in the members as a whole and is to be ex- 
cercised by a majority thereof. ... 


"The power to enact by-laws is continuous, 
residing in all regular meetings of the society 
so long as it exists. Any meeting can, by a 
majority vote, modify or repeal the law of a 
previous meeting, and no meeting can bind a 

subsequent one by irrepealable acts or rules of 
procedure. The power to enact is a power to 
repeal, and a by-law requiring a two-thirds vote 
of members present to alter or amend the laws 
of the society may itself be altered, amended, 
or repealed by the same power which enacted 

it." Supreme Lodge Knights of Pythias v. 
Trebbe, 179 Tl. 348, 354, 53 N.E. 730, 132, 70Am. 
St. Rey Rep. 120; 3 LRA 409. 
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In the case of Peterson v. Gibson, 191 Ill. 365, 369, 
370, 61 N.E. 127, 54 LRA 836, 838, 85 Am. St. Rep. 
263, dealing with the right of a mutual aid society, 

which provided death benefits for its members, to amend 
its constitution, the Court stated: 


"As before remarked, that which is called the 
constitution of the association is but a code of 
by-laws adopted by the association. The asso- 
ciation had inherent power to enact by-laws 
consistent with the provisions of the enactment 
under which it was organized, and not repug- 
nant to the constitution of the state of [llinois, 
and to alter and amend such by-laws. The by- 
law incorporated in the code called the constitu- 
tion, relative to amendments and changes in 
such code, did not confer upon the association 
the right or power to make such amendments or 
changes. The association possessed that power 
as an attribute of its corporate life. The said 
87 of article 9 of the code of by-laws had no 
other effect than to declare the mode or manner 
of exercising the power of amendment possessed 
by the association, viz., by a majority of two- 
thirds of all members present at the annual meet- 
ing. If the section had been wholly omitted from 
the constitution or by-laws, the association would 
have had ample power to pass any lawful amend- 
ment of the constitution or by-laws." 


(2) Two years after the 1931 revision of the Constitution a 
document entitled "Ratification and Confirmation," 


dated May 18, 1933 (JA 56, 57), was obtained by the 
trustee-bank from the Association which document had 


the effect of ratifying and confirming the trust arrange- 
ment as created in 1928 (by the trust agreement of June 
1928, and the revised Constitution of the Association of 
January 1928) and shows that in 1933 the Association, 

as a separate corporation, was continuing through the 
provisions of its Constitution to maintain complete control 
of the disposition of and.the disbursement of its funds which 
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were being held by the plaintiff trustee for investment. 


This is apparent from the "Ratification and Confirma- 
tion" instrument of May 18, 1933,which provided: 


"That the said The Washington Loan and Trust 
Company, Trustee, is hereby authorized and 
directed, (1) to make payments to annuitants 


and/ or beneficiaries as may hereafter be des- 
nated in writing by the duly authorized of- 


ficers of the Teachers Annuity and Aid Associa- 
tion of the District of Columbia, and (2) to 
continue payments of annuities and benefits, in 
accordance with the Revised Constitution of the 


Teachers Annuity and Aid Association of the 


District of Columbia, until further written 
notice from the said Association, to the follow- 
ing named persons, to wit: (list of annuitants 


and beneficiaries )"" (JA 57) 


(3) The certificate (JA 51-53) which was issued to each mem- 
ber of the Association sets forth in considerable detail the 
entitlement of the member, including that to an annuity 
up to $600.00 per annum, and expressly anticipates and 
provides for changes in the laws of the Association which 
might be made in the future by the members. | Those 
certificates, which the members continue to hold today, 
provide 


“, . . E. --It is also expressly understood and 
agreed that this Certificate and the contract with the 
the Association under its laws, are subject to 
such changes by the membership as may from 
time to time be made by it, and that the said 
member in accepting this Certificate agrees to 
be bound by the terms of this Certificate and 
the laws of the Association as they now exist, or 
if the terms hereof or the laws of the Associa- 
tion shall be changed by the membership in any 
way, then he agrees to be bound by such changes 
as though they had been incorporated een 
(emphasis supplied) (JA 53) 
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Inasmuch as the members of the Association continued, after 1928 


and after 1931, to have the right to further revise or amend the Constitu- 


tion of the Association, the trust arrangement, which was tied to and 
wholly dependent upon said Constitution, continued to be subject to modi- 
fication to the extent that the Association might from time to time revise 
its Constitution. Accordingly, the lower Court should have instructed 
the appellee trustee to administer the trust in accordance with the revised 
Constitution of 1957 as formally adopted by the appellant Association by 
the unanimous action of its board of trustees and by the action of 100 per 
cent of its members. 


Ii 


THE PROVISION IN THE REVISED CONSTITUTIONS OF 1928 
AND 1931 RELATING TO THE USE OF THE INCOME OF THE 
FUNDS HELD BY THE TRUSTEE BANK FOR THE BENEFIT 
OF NON-MEMBERS OF THE ASSOCIATION, NAMELY "WHITE 
TEACHERS OF THE PUBLIC SCHOOLS OF THE DISTRICT 
OF COLUMBIA", DID NOT SERVE AS A BAR TO THE REVI- 
SIONS OF THE CONSTITUTION ADOPTED BY THE MEMBERS 
IN_1957 


Particular.reference is'made to the provision which was placed in 
the Constitution of the Association for the first time on the occasion of 
the revision thereof in January 1928, and which provided first for the ap- 
_ plication of the income from the trust fund toward the payment of annu- 
ities to members, within the restrictions then existing in the Constitu- 
tion, and thereafter to use such income "for the benefit of the white 
teachers of the public schools of the District of Columbia for such pur- 
poses and in such manner as its board of trustees (of the Association) 
shall direct.” (JA 10) On this point the appellant Association states 
as follows: 


(a) An examination of the revised Constitution of June 1957 
(JA 53-55) will show that no change was made in 1957 in the provisions 
relating to ''white teachers of the public schools . . .", etc., as such 
- provisions were placed in the Constitution in 1928 and as repeated, with 
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minor modification, in the revised Constitution of 1931. If, for example, 
all of the remaining members should die or be killed in the near future, 
the aforementioned provision for the "white teachers", etc. , would be 
operative as to any amounts of corpus still held by the trustee. 


(b) To the extent that the revisions of the Constitution of 1957 
may indirectly affect the aforementioned provisions relating to the group 
identified as “white teachers" by utilizing funds from the “trust fund" to 
pay the increased annuities to members, those provisions of the Constitu- 
tion of the Association, like every other provision, were subject to modi- 
fication or amendment by the Association on the grounds hereinbefore 
given. Detailed consideration of the continuing right of the Association 
to amend its Constitution is covered in Sections Iand II of the Argument. 
It is particularly significant to note that the provisions relating to white 
teachers", etc., are contained only in the revised constitutions of the 
Association and do not appear in the trust instrument itself. 


(c) To whatever extent the provisions relating to “white teachers", 
etc., (as placed in the Constitution in 1928) might be construed as irrev- 
ocably committing the funds of the Association to a purpose benefiting 
persons who are not members of the Association, such P rovisions would 


be invalid and unenforceable as being beyond and in violation of the ori- 
ginal purpose and object of the corporation. 


(1) The original Articles of Incorporation of the defendant 


Association (JA 41-44), which remains in effect today, 
contain a statement of the object of the corporation as 
follows: 


“The business and objects of the said Association 
are the formation and accrual of a fund for the 
allowance of annuities to retired and to permar 
nently disabled teachers who are members of the 
Association, by means of a stipulated and peri- 
odical payment of membership dues, and by con- 
tributions from whatever source." (emphasis 
supplied) (JA 43) 
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The original Constitution of the Association (JA 44, 45) 
at Article II contains essentially the same statement of 
the corporation's "object". Under that corporate 
"object" the funds of the Association are to be used 
solely for the benefit of the "members" of the Asso- 
ciation. It was the original object and purpose of 

the Association as organized and as it went into busi- 
ness to provide annuity benefits for the members who 
joined and who made periodic payments into the funds 


of the Association in reliance thereon and in anticipa- 


tion of eventually realizing annuity payments of $600.00 


a year when they became too old or physically unable 
to teach. It was a business arrangement on a mutual 


contribution basis and was devoid of any "charitable" 
purpose. 


There is an essential difference, in legal effect, be- 
tween the association or society wherein the members 
pay for the benefits received (as is the case with the 
appellant Association) and the society which is solely 
_ charitable. 


10 C.J.S. 252 Beneficial Associations $1 - Definitions 


‘TA beneficial association has been defined as a 
voluntary association for mutual assistance in 
time of need and sickness, and for the care of 
families of deceased members . . . While 
beneficial associations are frequently reférred 
to as benevolent societies, strictly speaking 
-they are not such. There is an essential dif- 
ference between a benevolent society and a 
beneficial association, in the strict use of those 
terms, in that the former has for its object the 

- conferring of benefits without requiring an 
equivalent from the one benefited, in ences case 
it may be a charity . . ." 
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The funds of the Association could be used only for the 
benefit of contributing members and any action com- 
mitting such funds to complete strangers to the Asso- 
ciation (namely, the parties referred to as "white 
teachers of public schools," etc.) violated its funda- 
mental "purpose" and "object" and was unenforceable 
as ultra vires. This is a basic principle of corporate 
law as is shown by the following authorities (emphasis 
therein supplied): : 


38 Am. Jur. 451 Mutual Benefit Societies 8 11 Charter 
& Articles of Incorporation. 


"The charter of an incorporated mutual benefit 
society is the basis of its organic law, and such 
societies, like all other corporations, have only 
such power as is conferred upon them by their 
charters or the statutes under which they are 
created, either expressly or by implication, to 
enable them to carry out the objects of their 
creation, and the exercise of a power beyond 
these is an ultra vires act." 


To have a. binding effect an amendment or change of by- 

laws by a mutual benefit association must be in conform- 
ity with the essential object of the creation of the associa- 
tion. 38 Am. Jur. 457; Strauss v. Mutual Reserve Fund 
Life Association, 126 N.C.971, 976, 36%3,E, 352, 128N.C 
465, 39S.E. 55, 54 LRA 605, 609, 83 Am. St. Rep. 699. 


38 Am. Jur. 467, Sec. 33. 


"The rules applicable to corporate contracts 
generally which are ultra vires have been ap- 
plied in the case of Mutual Benefit Societies." 


Vol. 13 Fletcher Cyclopedia Corporations,p. 83 (1943 
Revised Volume) - Sec. 5776. 


"If there is no statute or charter provision author- 
izing the amendment by a majority or a certain per 
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cent of the stock, so-called ‘fundamental’ or 
‘radical’ or ‘material’ - the decisions gener- 
ally using one or more of such words - amend- 
ments of the charter cannot be made or ac- 
cepted by a majority of the stockholders so as 
to bind the minority . . . Moreover, the 
mere fact that a fundamental alteration in the 
charter of a corporation is beneficial to the 
corporation cannot give the majority the power 
to adopt or accept it against the dissent of the 
minority. Nor can it make any difference 
that the majority act in good faith and for what 
they deem to be the best interests of all the 


stockholders. _A stockholder has a right to 
stand upon the terms of his contract of mem- 


bership and to insist that the funds of the corpo- 


ration shall not be applied to any other purpose 


than that authorized by the charter of the corpo- 
ration when he became a member." 


(2} The remaining members of the Association, ranging in 
age from Seventy-four (74) to Ninety-three (93) and aver- 
aging over Eighty-two (82), and many of which are in 
considerable need of financial assistance to pay for sub- 
sistence and medical care (JA 59), recognized that 
circumstances required a further revision of the Con- 
stitution. These members, who were receiving only 
an average of $8.33 a month as an annuity payment 
from the funds of the Association could see the time 
when their accumulated funds amounting to approxi- 
mately $135,000.00, into which they had paid through 
many years, would be carried over beyond their lives 
for the potential use and benefit of complete strangers 
to the Association (namely, the group described as 
“white teachers of the Public Schools of the District of 
Columbia"). Accordingly, by its action in June 1957, 
in providing for the increase in annuity payments to the 

“*members" to $50.00 per month or $600.00 per year (as 
anticipated by the original Constitution of the Association), 
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to be paid first from income and then, to the extent re- 
quired, from corpus, the Association was acting in keep- 
ing with and in fulfillment of its original purpose and 
object. : 


CONCLUSION 


Appellant submits that on the basis of the facts presented and asa 
matter of law the lower Court should have held that there was no final 
and irrevocable commitment of the funds of the appellant Association by 
the trust arrangement created by the Association in 1928 or by the revi- 
sion to its Constitution in 1931. The trust arrangement created by the 
Association in 1928 was tied to and subject to the Constitution of the As- 
sociation which Constitution was, in turn, subject to amendment and, ac- 
cordingly, the trust arrangement was subject to later modification to the 
extent that the Association revised or amended its Constitution. The 
appellant Association was entitled to revise its Constitution as it did in 
1957 (by the unanimous action of its board of trustees and by 100 per 
cent of its members) to provide increased annuity benefits for its remain- 
ing members, a substantial number of whom are in serious financial need, 
and to utilize the accumulated funds of the Association (corpus), when re- 
quired, to pay such annuities. The appellee, which holds the funds of 
the Association as trustee, should have been instructed to administer the 


trust here involved in accordance with the revised Constitution of the As-~- 


sociation of 1957. 


Respectfully submitted, 


JAMES C. WILKES 
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COMPLAINT BY TRUSTEE FOR COURT 
INSTRUCTIONS AS TO ITS RIGHTS 
AND DUTIES 


I, 
JURISDICTION 

This Court has jurisdiction under its general equity powers to give 
instructions to trustees administering trusts in said District of Columbia 
(D. C. Code, 1951 Ed., Sec. 11-301, et seq.), affecting property in the 
possession of the Trustee and to enter declaratory judgments against 
said property (Title 28, Sec. 40, U.S. Code; Rule 47, Federal Rules of 
Civil Procedure). The value of the property held by the Trustee, Plain- 
tiff in this action, exceeds the sum of three thousand dollars ($3, 000. 00) 
as will hereinafter more fully appear. 

I. 
PARTIES 

The Riggs National Bank of Washington, D.C., a national banking 
association, having its principal place of business in the District of Co- 
lumbia, successor to The Washington Loan and Trust Company, a bank- 
ing corporation of the District of Columbia by consolidation October 1, 
1954, brings this action in its capacity as Successor Trustee under a 
Declaration of Trust dated June 26, A.D. 1928. 

The Defendant, Teachers Annuity and Aid Association of the Dis- 
trict of Columbia, a District of Columbia Corporation, hereinafter 
called "Donor", is the Donor of the Trust hereinbefore referred to. 

Il. 
THE FACTS 

1. Defendant Donor was incorporated under the laws of the Dis- 
trict of Columbia by charter dated November 7, 1894, recorded Novem- 
ber 8, A.D. 1894, in Liber 6, Folio 498, et seq., Acts of Incorporation 
_ of the District of Columbia. Said charter provides in ARTICLE II as 
follows: 
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"The business and objectives of the said 
Association are the formation and accrual of a 
fund for the allowance of annuities to retired, 
and to permanently disabled teachers who are 
members of the Association, by means of a | 
stipulated and periodical payment of member- 
ship dues, and by contributions from whatever 
source. "' 


With the exception of an amendment in 1914 changing the corpora- 


tion's term of existence from twenty years to perpetual life, the original 
articles of incorporation of the Donor has not been changed and remains 
the same as originally adopted. : 

2. The original constitution of the Donor corporation contained a 
statement of its "object" similar to that in the charter. Article II of the 
original constitution provided in pertinent part as follows: 


"The object of this association shall be 
to provide and furnish pecuniary aid, from 
time to time, to such of its members as shall 
be incapacitated for teaching in the public 
schools of the District of Columbia, by reason 
of sickness or advanced age, in such manner 
and upon such terms and conditions as the said 
association by its constitution and by-laws shall 
prescribe; *** " 


3. Defendant Donor by vote of its membership on es 21, 1928, 
adopted a revised constitution, a copy of which is attached hereto, marked 
as "Exhibit A", and prayed to be read as a part hereof. , 

(A) ARTICLE II of said constitution provided as follows: 


"The object of this association shall be to 
provide and furnish annuities to such of its mem- 
bers as shall be retired by the Board of Educa- 
tion and its successors, until such time as the 
full obligation to all of its members shall have 
been discharged, after which time the income 
shall be used for the benefit of the white teach- 
ers of the Public Schools of the District of Co- 
lumbia for such purposes and in such manner 
as its board of trustees shall direct." 


(B) ARTICLE I provided inter alia that no new members 
should be admitted to the association after January 1, 1928. 
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(C) ARTICLE VII of said constitution created two separate 
funds. 

(1) Section 1 thereof reads as follows: 

"The funds of the association shall be known as the trust 
fund and the annuity fund." (Emphasis supplied) 

(2) Section 2 of ARTICLE VII provided for the 
deposit of $121, 500 with The Washington Loan and 
Trust Company to constitute the "trust fund". The 
income thereon plus the dues of members was to con- 
stitute the “annuity fund". 

(3) Section 3 provided that the "trust fund" 
should be held "in perpetuity" by the Trust Company 
or its successors. 

(4) Section 4 of ARTICLE VII provided that the 
"annuity fund" (income and dues) was to be used to 
pay “annuitites, death benefits, and all other expenses”. 
Disbursements from the "annuity fund" were to be made 
by the Trust Company " * * * upon written order and 
direction of * * * " officers of the donor association. 

(5) Section 5 provided that after all annuitants 
had received their full annuity, in accordance with 
ARTICLE IX of the Constitution, the surplus of the 
“annuity fund" should be used for " * * * relief or 
benefit of the white teachers of the Public Schools of 
the District of Columbia * * * " as the board of trus- 


tees of the association should direct, no person to 


receive more than $600. 00 in any one year. 
(D) ARTICLE IX provided as follows: 


"Section 1. No annuity shall exceed the sum 
of six hundred dollars ($600). Whenever the annuity 
fund shall be insufficient to pay in full all annuitants 
and other beneficiaries, the whole of the said fund, 
less the current expenses, shall be divided equally 
among the annuitants and other beneficiaries; and 
every payment made to an annuitant or other bene- 
ficiary under the provisions of this section shall be 
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considered as having been made in full of all claims 
to the’ date of said payment." 


"Section 2. Annuities shall be paid i in ten (10) 
installments as early as practicable in each seo 
except August and September. "' 


"Section 3. No annuity shall be paid for less 
than a full month. " | 


(E) ARTICLE XI of said constitution provided as follows: 


AMENDMENTS : 


"This constitution may be amended at any 
annual meeting of the association by a three-fourth 
(3/4) vote of all the members voting provided such 
an amendment shall have been submitted to the board 
of trustees, and approved by two-thirds (2/ 3) of the 
members of said board present. Notice of the pro- 
posed amendment shall be sent by the secretary to 
every member of the association with the Bee of 
the annual meeting. " 


4, On June 26, 1928, in accordance with Section 2 of ARTICLE VIZ 
of Defendant Donor's constitution quoted above, a declaration of trust 
between the Defendant Donor and The Washington Loan and Trust Company, 
Trustee, was duly executed, a copy of which is attached hereto, marked 
as "Exhibit B", and prayed to be read as a part hereof. : 

(A) The second paragraph of said trust recited that 
under the provisions of Article 7, Section 2 of the constitu- 
tion of the association, as revised on January 21, 1928 
(Exhibit A), the sum of $121, 500 should constitute the 
“trust fund" and that under Article 7, Section 3, of that 
constitution, the fund shall be held in perpetuity by the 
trustee. : 

(B) The third paragraph of the trust instrument 
recited that under Article 7, Section 2 of the revised 
constitution of 1928, income on the trust fund and the 
dues of members would constitute the "annuity fund" to 


be used for the payment of annuities, death benefits and 


other expenses. 
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(C) The fourth paragraph of the trust stated that 
"a copy of the revised constitution aforesaid of donor 


which is hereby referred to and made a part hereof 

* * * ig hereto attached and shall be treated as the 
Constitution now in force, and trustee shall be entitled 
to consider that such Constitution shall remain in force 
until notified officially by donor; * * *" 

(D) The sixth paragraph acknowledged receipt 
by the trustee of the sum of $121, 500 and stated that 
said sum was " * * * to be held perpetually by trustee 
in and upon the trusts, * * *" 

(E) The seventh paragraph authorized disburse- 
ments by the trustee on the written order and direction 
of the designated officers of the Donor association of 
funds of the “annuity fund" pursuant to specified pro- 
vision of the revised Constitution of 1928 of Donor. 

The eighth and ninth paragraphs of the trust 
make further reference to specific provisions of the 
revised Constitution of 1928. 

(F) Paragraph 11 of the trust provided.as 
follows: 


"Should trustee be required under any future 
revision of the said revised Constitution of donor to 
perform any other services than herein expressly 
mentioned or referred to in the management of the 
‘trust fund’ and the receipt and disbursement of 
income therefrom and in the receipt and disburse- 
ment’of funds of the ‘annuity fund" trustee shall be 
guided by any such future revision of said revised 
Constitution aforesaid, and further should trustee 
be required to perform any services now rendered 
by any of the officers of donor, such services shall 
be likewise rendered and performed pursuant to 
any such future revision of said revised Constitution 
of donor; * * * " (Emphasis supplied). 
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(G) The twelfth paragraph of the trust provides 


for semi-annual statements by the trustee to the donor asso- 
ciation " * * * showing receipts and disbursements of assets 
of the 'trust fund' and also receipts and disbursements of 
assets of the ‘annuity fund';" | 

(H) The fifteenth paragraph contains a spendthrift 
clause containing inter alia the following language: 

"* * * neither the income nor the corpus of said 
trust estate shall be in any manner anticipated, assigned, 
charged, encumbered or transferred by any person or 
persons deriving right or title thereto under the terms and 
conditions of this trust; ** **"' ! 

(I) The sixteenth paragraph of the trust contains inter 
alia the following language in dealing with trustees’ compen- 
sation: | 


* * * and to a further fee of three (3) percent 
of the corpus of the ‘trust fund' if and when such corpus 
shall be distributed by trustee in any manner whatso- 
ever." 


5. Plaintiff was advised that the constitution of Defendant Donor 
was duly amended in January 1931, a copy of which is hereto attached, 
marked as "Exhibit C", and prayed to be read as a part hereof. The 
amendments pertinent to this case are believed to be as follows: 

(A) ARTICLE II was modified so that after the annuity 
obligation to the teachers had been fully discharged, the income 
should be used for the benefit of the white teachers of the public 
schools of the District of Columbia " * * * as may be perm- 
anently or temporarily incapacitated either mentally or physi- 
cally in such manner as its Board of Trustees shall direct. " 

(B) A new ARTICLE IV was added, defining and provid- 
ing for a self-perpetuating Board of Trustees and ARTICLE 
XI of the 1928 constitution which provided the machinery for 
further amendment was omitted. : 
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6. Among the permanent records of the Plaintiff is a letter re- 
ceived by Plaintiff under date of February 11, 1946 from Miss Emma 
S. Jacobs, the then president of Defendant Donor, a copy of which is 
hereto attached, marked as "Exhibit D", and prayed to be read as a 
part hereof, enclosing a mimeograph history of Defendant Donor, a true 
copy of which is attached hereto, marked as "Exhibit E", and prayed to 
be read as a part hereof. 

7, By letter dated June 24, 1957 (a copy of which is attached 
hereto, marked as "Exhibit F", and prayed to be read as a part hereof) 
Plaintiff was notified by the donor association that by the unanimous 
action of its board of trustees taken on June 6, 1957 and June 24, 1957, 
and by the action of 100% of the members of the donor association, the 


constitution of the association had again been amended to increase the 


annuity and death payments to $50. 00 per month, totalling $600. 00 per 


annum, and instructing the Plaintiff to begin such payments effective 
July 1, 1957. Plaintiff has in its possession assets valued as of October 
31, 1957 at approximately $135, 241. 39, producing approximately 
$5, 200. 00 of income per annum. There are approximately 51 members 
of the association currently receiving an annuity of $10. 00 per month for 
ten months of the year (averaging $8. 33 per month). If the full sum of 
$600 is paid to the 51 annuitants, the initial cost would approximate 
$30, 600 per annum, which would result, notwithstanding the death rate 
of a group so advanced in age (the average age of the members is over 
80), in substantial diminution and possible complete consumption of 
corpus before the death of the last annuitant. 
IV 
The Question 

Plaintiff believes that by the revised constitution of January 21, 
1928, as amended in 1931, and particularly the declaration of trust of 
June 26, 1928, Defendant Donor may have created an irrevocable trust 
of the trust fund, the principal thereof to be kept intact in perpetuity 
and that, if this be so, the action taken by the donor association and its 
- members in June, 1957 is invalid in that it violates the terms of the trust 
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by invading the "trust fund". Defendant Donor contends that in 1928 it 
created with its funds a trust which was subject to modification by it, 
that the defendant association could not validly create an irrevocable 
trust with its funds for the benefit of non-members of the association, 
and that its action in June 1957 in amending its constitution, to which the 
trust is tied, so as to increase the annuity payments to: its members, was 
in all respects valid and proper. 

WHEREFORE, Plaintiff being in doubt as to the legal effect of the 
action taken by the Defendant Donor in June 1957 to modify the trust 
established by it in June 1928, seeks the instruction of this Court as to 
its duty and obligation in the premises, and prays as follows: 

(1) That process issue against the Defendant Donor requiring it 
to answer this complaint and set forth its contention. , 

(2) That Plaintiff be instructed as to its duty in i to the 
Question in Paragraph IV of this complaint. | 

(3) That Plaintiff be authorized to pay out of the principal of the 
trust fund its reasonable costs, expenses and counsel fees in connection 
with this proceeding. : 

(4) That plaintiff be given such other and further relief as to the 
Court may seem just and proper and that jurisdiction of the Court be re- 


tained for such further orders and decrees as may be necessary and the 


interest of the parties may require. 
Hogan & Hartson 


By /s/ Frederick M. Bradley 
J. Bruce Kellison 


Attorneys for Plaintiff the Riggs 
National Bank of Wee Cob 
Trustee 
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EXHIBIT A TO COMPLAINT 
REVISED CONSTITUTION PROPOSED BY THE 
BOARD OF TRUSTEES 
ARTICLE I. 
Title. 

The name of this organization shall be the Teachers Annuity and Aid 

Association of the District of Columbia. 
ARTICLE II. 
Object. 

The object of this association shall be to provide and furnish annui- 
ties to such of its members as shall be retired by the Board of Education 
and its successors, until such time as the full obligation to all of its mem- 
bers shall have been discharged, after which time the income shall be 
used for the benefit of the white teachers of the Public Schools of the Dis- 
trict of Columbia for such purposes and in such manner as its board of 
trustees shall direct. 

ARTICLE Ii. 
Membership 

The membership of this association shall consist of members of 
record January 1, 1928, so long as they remain in the employ of the Board 
of Education and its successors, the two non-resident members, and the 
annuitants. No new members shall be admitted after the above date. 

ARTICLE IV. 
Officers. 


Section 1. The officers of this association shall consist of a presi- 


dent, two vice-presidents, a recording secretary, a financial secretary, 
and a treasurer, to be elected annually: all of whom with eleven (11) 
directors shall constitute a board of trustees. A majority of the board 
of trustees shall constitute a quorum. 

Section 2. Nine (9) of these directors shall represent groups of 
teachers, said groups to be designated by the board of trustees in such 
way as to provide equitable representation; two directors shall represent 
the teachers at large. All directors shall be elected for two years. 
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Section 3. All elections of officers and directors shall be by ballot, 
and a majority of the votes cast shall be necessary to a choice. 

Section 4. Any vacancy which may occur among the officers or 
directors shall be filled for the unexpired term by the board of trustees. 

Section 5. The board of trustees shall, at the December meeting, 
direct that meetings of all the members in each group for which a director 
is to be chosen be held at least ten days before the annual election, at 
each of which meetings the members present may nominate a person to 
be voted for at the next annual election for director for the group. The 
nomination of directors-at-large shall be made at the annual meeting. 

ARTICLE V. 


Duties of Officers 
Section 1: The president shall preside at all meetings of the asso- 


ciation and of the board of trustees, and shall perform such other duties 
as may be imposed on him by the constitution and by-laws. 

Section 2. The recording secretary shall attend to all duties 
usually pertaining to his office. | 

Section 3. The financial secretary shall receive all moneys from 
members and others, receipt therefor, and pay the same to the treasurer 
taking his receipt. He shall keep a record showing all payments made 
by members of the association and others, and shall at each regular 
meeting of the board of trustees and at the annual meeting make a report 
of all moneys received by him. 

Section 4. The treasurer shall receive all moneys from the finan- 
cial secretary and shall deposit the same with The Washington Loan and 
Trust Company to the credit of the annuity fund. He shall at each regu- 
lar meeting of the board of trustees and at the annual meeting make a 
report of all moneys received by him. 

ARTICLE VI. 
Dues. 

Section 1. The annual dues of each member shall be twenty-two 
dollars and fifty cents ($22. 50) payable in two equal installments. Nov- 
ember first and March first and not later than the twentieth day of each 
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of these months, provided however that members desiring to do so may 
pay their year's dues in November. 

Section 2. The membership of any person who is in arrears for 
dues for twelve (12) months terminates automatically and can be renewed 
only by a three-fourth (3/4) vote of the board of trustees. 

Section 3. No payment of dues shall be required of annuitant mem~- 
bers. 

ARTICLE VIL 
Funds. 

Section 1. The funds of the association shall be known as the trust 
fund and the annuity fund. 

Section 2. There shall be deposited with The Washington Loan and 
Trust Company one hundred twenty-one thousand five hundred dollars 
($121, 500) which shall constitute the trust fund. The income on the trust 
fund and the dues of members shall constitute the annuity fund. 

Section 3. The trust fund shall be held in perpetuity by The Wash- 
‘ington Loan and Trust Company and its successors as trustee for the 
fund with full power to take charge, manage, control, invest and reinvest 
the same, and further to sell any of the assets comprising said trust 

‘fund without requiring any purchaser to see to the application of the pur- 
chase price. 

Section 4. The annuity fund shall be used to pay annuities, death 


‘benefits, and all other expenses. All disbursements from this fund shall 


pe made by The Washington Loan and Trust Company and its successors 
upon written order and direction of the president or in his absence the 
vice-president of the association, countersigned by the recording secre- 
tary or the treasurer. 

Section 5. When and after all annuitants have received the full 
annuity as authorized by Article IX of this Constitution the surplus of 
the annuity fund shall be used for relief or benefit of the white teachers 
of the Public Schools of the District of Columbia for such purposes and 
in such manner as the board of trustees shall direct, and when all annui- 
tants are deceased the entire income shall be so used, provided that no 
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person shall receive more than six hundred dollars 600) in any one year. 
ARTICLE VII. 
Benefits | 

Section 1. Any member who shall be retired by the Board of Educa- 
tion and its successors for any cause shall be entitled to an annuity as 
provided in Article IX. 

Section 2. Any member desiring to be placed on the list of annui- 
tants shall make application in writing to that effect to the board of trus- 
tees who, if all requirements have been complied with, shall declare 
such applicant to be an annuitant. 

Section 3. No annuity shall be paid to any member for any time 
during which his name may appear on the pay roll of the Public Schools of 
the District of Columbia. : 

Section 4. When any member of the association dies, the board of 
trustees shall pay to the beneficiary named in the member's certificate 
of membership one year's annuity, or so much thereof as may be avail- 
able under the provision of Article IX and subject to the condition named 
therein. | 

ARTICLE IX. 
Annuities. 


Section 1. No annuity shall exceed the sum of six hundred dollars 
($600). Whenever the annuity fund shall be insufficient to pay in full all 
annuitants and other beneficiaries, the whole of the said fund, less the 


current expenses, shall be divided equally among the annuitants and other 
beneficiaries; and every payment made to an annuitant or other benefi- 
ciary under the provisions of this section shall be considered as having 
been made in full of all claims to the date of said payment. 

Section 2. Annuities shall be paid in ten (10) installments as early 
as practicable in each month except August and September. 

Section 3. No annuity shall be paid for less than a full month. 
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ARTICLE X. 
Meetings. 

The annual meeting of the association shall be held on the second 
Saturday following the January meeting of the board of trustees at such 
hour and place as the said board of trustees shall direct. The president 
shall call a special meeting at any time at the request in writing of ten 
(10) members. At all meetings of the association twenty-five (25) mem- 
bers shall constitute a quorum. 

ARTICLE XI. 
Amendments. 

This constitution may be amended at any annual meeting of the 
association by a three-fourth (3/4) vote of all the members voting, pro- 
vided such amendment shall have been submitted to the board of trustees, 


and approved by two-thirds (2/3) of the members of said board present. 


Notice of the proposed amendment shall be sent by the secretary to every 
member of the association with the notice of the annual meeting. 
/s/ Flora L. Hendley, Recording Secretary 


ne EEE 


EXHIBIT B TO COMPLAINT 
THIS DECLARATION OF TRUST 

Made this 26th day of June A.D. 1928, by and between the TEACHERS 

ANNUITY AND AID ASSOCIATION OF THE DISTRICT OF COLUMBIA, 

a corporation duly created and existing under and by virtue of the laws 

of the United States relating to the District of Columbia, hereinafter re- 
‘ferred to as donor, and THE WASHINGTON LOAN AND TRUST COMPANY, 

2 corporation duly created and existing under and by virtue of the laws 
_ of the United States, relating to the District of Columbia, and having its 
_ principal place of business in the City of Washington, said District, 

hereinafter referred to as trustee; 

WHEREAS, donor has by its revised Constitution adopted by its 

_ membership January 21, 1928 appointed the said The Washington Loan 
and Trust Company as trustee and provided in Section 2 of Article 7 that 
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the sum of one hundred twenty-one thousand five hundred (121, 500) 
dollars shall constitute the "trust fund", and in Section 3 of said Article 
provided that the said fund shall be held in perpetuity by the said The 
Washington Loan and Trust Company and its successor as trustee for the 
fund, with full power to take charge of, manage, control, invest and re- 
invest the same, and further to sell any of the assets comprising the 
said trust fund without requiring any purchaser to see to a application 
of the purchase price; and : 

WHEREAS, in Section 2 of said Article 7 it is declared that the 
income on the trust fund and the dues of members shall constitute the 
“annuity fund", and in Sections 4 and 5 of the said Article 7 provision 
is made for the use of the "annuity fund" and for the paymient of annuities, 
death benefits and other expenses; and 

WHEREAS, a copy of the revised Constitution aforesaid of donor 
which is hereby referred to and made a part hereof and for identification 
signed by the Recording Secretary of donor on its behalf, is hereto 
attached and shall be treated as the Constitution now in force, and trustee 
shall be entitled to consider that such Constitution shall pe in force 
until notified officially by donor; and 

WHEREAS, provision is made in Section 4 of Article 5 that the 
Treasurer of donor shall receive all moneys from the Financial Secretary 
and shall deposit them with trustee for credit to the “annuity fund"; and 

NOW THEREFORE, for and in consideration of the premises and 
the agreements and conditions to be mutually performed herein by donor 
and trustee, donor deposits with trustee at the time of the execution 
hereof the sum of one hundred twenty-one thousand five hundred (121, 500) 
dollars, represented by notes and funds itemized in the schedule hereto 
attached which is hereby referred to and made a part hereof and for 
identification is signed on behalf of donor by its Recording Secretary 
and on behalf of trustee by its Trust Officer, the receipt of which is 
hereby acknowledged, in and upon the trusts, nevertheless, that is to 
say, to be held perpetually by trustee in and upon the trusts, to take 


charge of, manage, control, invest and reinvest the same, with full 
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power of sale of any such investment or reinvestment thereof; and 

IN FURTHER TRUST, to disburse funds of the "annuity fund" upon 
written order and direction of the President of donor, or in his absence 
the Vice President of donor, countersigned by the Recording Secretary 
or the Treasurer thereof, pursuant to the provisions of Sections 4 and 5 
of Article 7 and Sections 1, 2 and 3 of Article 9 of the said revised Con- 
stitution of donor; and 

IN FURTHER TRUST, that the Financial Secretary of donor shall 
receive all moneys from members and others, and receipt therefor, and 
pay the same to the Treasurer of donor, taking her receipt pursuant to 
Section 3 of Article 5 of the said revised Constitution of donor; and 

IN FURTHER TRUST, that the Treasurer of the said Teachers 
Annuity and Aid Association of the District of Columbia, donor herein, 
shall, pursuant to Section 4 of Article 5 of the said revised Constitution 
hereinbefore referred to, deposit with trustee all moneys received 
from the Financial Secretary for credit to the "annuity fund"; and 

IN FURTHER TRUST, that trustee shall not be responsible in any. 
manner whatsoever for the collection of dues or other funds by the Fin- 
ancial Secretary of donor nor for the payment by the Treasurer of donor 
of them to trustee; and 

IN FURTHER TRUST, should trustee be required under any future 
revision of the said revised Constitution of donor to perform any other 
services than herein expressly mentioned or referred to in the manage- 
ment of the “trust fund" and the receipt and disbursement of income 
therefrom and in the receipt and disbursement of funds of the “annuity 
- fund" trustee shall be guided by any such future revision of said revised 
| Constitution aforesaid, and further should trustee be required to perform 


any services now rendered by any of the officers of donor, such services 
- ghall be likewise rendered and performed pursuant to any such future 
revision of said revised Constitution of donor; and 

IN FURTHER TRUST, trustee shall semi-annually, on or about 
January first and July first, furnish to the Board of Trustees of donor a 
statement showing receipts and disbursements of assets of the "trust 
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fund" and also receipts and disbursements of assets of = “annuity 
fund"; and 
IN FURTHER TRUST, that said trustee may mest the funds of the 
trust fund herein created in notes secured by first deeds of trust on im- 
proved real estate located within the District of Columbia, at no greater 
sum than face value and accrued interest thereon, and in addition to its 


usual fee as such trustee may retain commission received by it for such 


loans or any extensions or renewals thereof and peemtims on fire insur- 


ance issued in relation thereto; and 

IN FURTHER TRUST, that donor shall annually, after the election 
of its officers, notify trustee officially of such officers, furnishing their 
names and also specimen of their signatures; and ) 

IN FURTHER TRUST, that neither the income nor ‘the corpus of 
said trust estate shall be in any manner anticipated, assigned, charged, 

| encumbered or transferred by any person or persons deriving right or 

title thereto under the terms and conditions of this trust; nor shall such 
income or corpus be in any manner liable in the hands of said trustee 
for the debts, contracts or other engagements of any such person or 
persons; nor shall the same be subject to execution, attachment or 
sequestration for any debts or liabilities whatsoever of any such person 
or persons; and 

IN FURTHER TRUST, trustee shall be entitled for its services 
hereunder to a commission of three (3) percent per annum on the gross 
income collected from the said "trust fund" and an additional two (2) 

- percent of all funds received for the “annuity fund" from members and 
others when such funds for the "annuity fund" shall be collected direct 
by trustee, and to a further fee of three (3) percent of the corpus of the 
"trust fund" if and when such corpus shall be distributed rae trustee in 
any manner whatsoever. 

IN TESTIMONY WHEREOF, the said TEACHERS ANNUITY AND 
AID ASSOCIATION OF THE DISTRICT OF COLUMBIA, donor herein, 
has hereunto caused its corporate name to be signed by its officers -- 
E. G. KIMBALL, President, Rebecca Stoneroad, First Vice President, 
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SARAH M. FARR, Second Vice President, FLORA L. HENDLEY, Record- 
ing Secretary, ANNE BEERS, Financial Secretary, and ADE LAIDE 
DAVIS, Treasurer, and its corporate seal to be hereunto affixed and 
doth hereby appoint FLORA L. HENDLEY its true and lawful attorney in 
fact to acknowledge and deliver these presents as its act and deed, and 
trustee, THE WASHINGTON LOAN AND TRUST COMPANY, as evidence 
of its acceptance of the trust aforesaid, has caused its corporate name 
to be hereunto signed by W. H. BADEN, its Trust Officer, attested by 
and its corporate 


its , 
seal to be hereunto affixed, on the day and year first hereinbefore written, 


in triplicate. 
TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA, 
By_/s/E. G. Kimball, President 
[SEAL] /s/ Rebecca Stoneroad, First Vice Pres. , 


| /s/ Sarah M. Farr, Second Vice Pres. 


OE 


/s/ Flora L. Hendley, Recording Sec'y. 
Attest: _ /s/ Anne Beers, Financial Secretary 


/s/ Flora L. Hendley | /s/ Adelaide Davis, Treasurer 
Recording Secretary 


[SEAL] THE WASHINGTON LOAN AND TRUST CO. 
Attest: By [signature], Trust Officer 


[ signature] 


[ Verification and Jurat] 


EXHIBIT C TO COMPLAINT 


REVISED CONSTITUTION ADOPTED BY THE 
BOARD OF TRUSTEES 


January, 1931 
ARTICLE I. 
Title. 
The name of this organization shall be the Teachers Annuity and 
Aid Association of the District of Columbia. 
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ARTICLE I. 
Object. | 

Section 1. The object of this association shall be to provide and 
furnish annuitiés.ta.such of its members as shall be retired by the Board 
of Education and its successors, until such time as the full obligation to 
all of its members shall have been discharged, after which time the in- 
come shall be used for the benefit of such of the white teachers of the Pub- 
lic Schools of the District of Columbia as may be permanently or tempo- 
rarily incapacitated either mentally or physically, in such manner as its 
Board of Trustees shall direct. : 

Section 2. The term "teacher" wherever occurring in this Consti- 
tution shall be construed to include teachers, librarians and officers of 
the Public Schools of the District of Columbia. 

ARTICLE MI. 


Membership. 
The membership of this association shall consist of members of 


record January 1, 1928, so long as they remain in the employ of the Board 
of Education and its successors, and the annuitants. No new members 
shall be admitted after the above date. | 
ARTICLE IV. 
Board of Trustees and Duties. 

Section 1. The Board of Trustees as constituted after the election 
of January, 1931, shall be the governing board of this Association. No 
further elections by the membership shall be held. i 

Section 2. No vacancy occurring in the Board of Trustees shall be 
filled until the number therein shall have been reduced to eight members. 
The duty shall then devolve on the remaining eight members of the Board 
to elect a ninth member. Thereafter, whenever a vacancy occurs, it 
shall be filled by the remaining eight members, with the object of creating 
and maintaining a Board of Trustees, nine in number, representing as far 
as possible the various departments of the school system as follows: two 
members representing the official group; one, the Wilson Teachers 
College and senior high schools; one, the junior high schools; one, the 
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special teachers; two, the grade schools; and two members-at-large. 

Section 3. The Board of Trustees shall: 

Elect its own officers. 

Decide when to place the collection of dues in the hands of the Wash- 
ington Loan and Trust Company, Trustee. 

Approve bills necessarily incurred. 

Direct the disbursement of the annuity fund in accordance with the 
provisions of Article VII, sections 4 and 5. A two-thirds (2/3) vote of 
the Board shall be necessary to authorize such disbursement. 

ARTICLE V. 
Officers and Duties. 

Section 1. The officers of this association shall be a president, a 
vice-president, a secretary, and until the collection of dues is placed in 
the hands of The Washington Loan and Trust Company, a Trustee, a 
treasurer. 

Section 2. The president shall preside at the meetings of the Board 
of Trustees and shall perform such other duties as pertain to his office. 


‘The vice-president shall serve in like manner in the absence of the presi- 
dent. 


Section 3. The secretary shall perform all duties pertaining to his 
office and shall also prepare for the membership at least once in three 
years a statement of the affairs of the association. 

Section 4. The treasurer shall until the collection of dues is placed 
in the hands of The Washington Loan and Trust Company, Trustee, collect 

all dues from members and shall deposit the same with The Washington 
Loan and Trust Company, Trustee, to the credit of the annuity fund. 
ARTICLE VI. 
Executive Committee and Duties. 
Section 1. The officers of the association shall constitute an execu- 
tive committee whose duties shall be: 
To report to The Washington Loan and Trust Company, neustee: 
| the name of each member retired by the Board of Education, and hence 
entitled to an annuity from this association; the death of any member, 
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active or annuitant; and the resignation of any member. 

To call special meetings of the Board of Trustees according to the 
provisions of Article XI. . | 

To present to the Board of Trustees the semi-annual reports of the 
Washington Loan and Trust Company, Trustee. 

To present to the Board of Trustees, when and after the annuity 
fund is sufficient to pay all annuitants six hundred dollars ($600) per 
annum, the case of any teacher who may seem to need benefit as provided 
in Article VII, section 5, and if such benefit is granted, to notify The 
Washington Loan and Trust Company, Trustee, of the name of such bene- 
ficiary and the amount of benefit granted. 

ARTICLE VIL. 
Dues. 

Section 1. The annual dues of each member shall be twenty-two 
dollars and fifty cents ($22. 50) payable in two equal installments, Novem- 
ber first and March first, and not later than the twentieth day of each of 
these months, provided, however, that members desiring to do so may 
pay their year's dues in November. : 

Section 2. The membership of any person who is in arrears for 
dyes for twelve (12) months terminates automatically and can be renewed 
only by a two-thirds (2/3) vote of the Board of Trustees. 

Section 3. No payment of dues shall be required of annuitant mem- 
bers. ! 

ARTICLE VII. 
Funds. 

Section 1. The funds of the association shall be known as the trust 

fund and the annuity fund. 


Section 2. The one hundred twenty-one thousand, five hundred 
dollars ($121, 500) now on deposit with The Washington Loan and Trust 
Company, Trustee, together with such additions as may be made thereto 
by bequest or otherwise, shall constitute the trust fund. The income on the 
trust fund and the dues of members shall constitute the annuity fund. 

Section 3. The trust fund shall be held in perpetuity by The Wash- 
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ington Loan and Trust Company, Trustee, and its successors as trustee 
for the fund with full power to take charge, manage, control, invest and 
reinvest the same, and further to sell any of the assets comprising said 
trust fund without requiring any purchaser to see to the application of the 
purchase price. 

Section 4. The annuity fund shall be used to pay annuities, death 
benefits, and all other expenses. All disbursements from this fund shall 
be made by The Washington Loan and Trust Company, Trustee, and its 


successors upon written direction of the executive committee. 


Section 5. When and after all annuitants have received the full 

annuity as authorized by Article X of this Constitution the surplus of the 

annuity fund shall be used for relief or benefit of such of the white teach- 

ers of the Public Schools of the District of Columbia, as may be perman- 
ently or temporarily incapacitated either mentally or physically in such 

manner as the Board of Trustees shall direct. When all annuitants are 

deceased the entire income shall be so used, provided that no person 
shall receive more than six hundred dollars ($600) in any one year. 

ARTICLE IX. 
Benefits. 

Section 1. Any member who shall be retired by the Board of Educa- 
tion and its successors for any cause shall be entitled to an annuity as 
provided in Article X. 

Section 2. Any member retired by the Board of Education who de- 
sires to be placed on the list of annuitants shall make application in writ- 
ing to that effect to the executive committee of the Board of Trustees 
who shall direct The Washington Loan and Trust Company, Trustee, to 
place such member on the list of annuitants. 

Section 3. No annuity shall be paid to any member for any time 
during which his name may appear on the payroll of the Public Schools 

of the District of Columbia. 

Section 4. When any member of the association dies The Washing- 
ton Loan and Trust Company, Trustee, shall pay tothe beneficiary named 
by the member in the statement on file with said Trustee one year’s 
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annuity, or so much thereof as may be available under the provision of 
Article X and subject to the condition named therein. | 
ARTICLE X. 
Annuities. 

Section 1. No annuity shall exceed the sum of six hundred dollars 
(600). Whenever the annuity fund shall be insufficient to pay in full all 
annuitants and other beneficiaries, the whole of the said fund, less the 
current expenses, shall be divided equally among the annuitants and other 
beneficiaries; and every payment made to an annuitant or other beneficiary 
under the provisions of this section shall be consideneds: as having been 
made in full of all claims to the date of said payment. 

Section 2, Annuities shall be paid in ten (10) installments as early 
as practicable in each month except August and Soreemuer 

Section 3. No annuity shall be paid for less than a full month. 

ARTICLE XI. 
Meetings. 

Two regular meetings of the Board of Trustees shall be held each 
year, one in January and one in June, on such date as the executive com- 
mittee shall direct. The president shall call a special meeting of the 
Board of Trustees whenever the executive committee deems it necessary 
or whenever request for such meeting is made in uniting by four members 
of the Board of Trustees. 


EXHIBIT D TO COMPLAINT 


[Received, Feb. 11, 1948, Wash L & T Co. Trust Dept. ] 
Feb. 


My dear Miss Chadwick, 
Miss Emily 
Scrivener, the Treas. of the T.A.A.A. needs 
money for stamps and envelopes to send out no- 


tices. 
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At the meeting Jan. 28th the Board of 
Trustees voted to let her have $10.00. Will 
you send it to her. 

Miss Emily Scrivener, 1012 Monroe St. 
N.E. 17 Wash. D.C. 

In the absence of the Sec. I undertook 
to notify you of this action but delayed action 
to get the enclosed history ready and have it 
presented to the Board of Education for records. 

Will you put this copy with the other pa- 
pers you have of the T.A.A.A. asa record of 
the Association. 

Yours truly, 


Emma G. Jacobs 
903 N. Irving St. 


EXHIBIT E TO COMPLAINT 


THE TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA 
Within the Public School System there is an association, now closed 
to new members, known as the Teachers Annuity and Aid Association. 
The accumulated funds of the association have now been transformed into 
a Trust Fund, the income of which is to be used to pay annuities to its 
members so long as they live, a year's annuity to members' beneficiaries 
and when these requirements have been met the surplus income and 
finally the whole income is to be used to assist needy teachers, as directed 
in the Constitution of 1931. 
It is a teachers benefit association,privately owned and managed. 
At present there are fifteen members in active service and ninety-five 


who are annuitants. 
The Washington Loan and Trust Company is the trustee to admin- 
ister the fund and disburse the income under the direction of a Board of 
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Trustees composed of association members. Present Board of Trus- 


tees is as follows: 


President Emma S. Jacobs Annuitant 

Vice-President Ida M. Lind . Active 

Secretary Emolyn C. Espey Annuitant 

Treasurer Emily Scrivener Annuitant 

Division 

Representatives Sarah Johnson Annuitant 
Constance Backus Active 
Laura Randall Annuitant 
Rose Stutz Annuitant 
Margaret Hardy - Active 

The following sets forth its history; the reason for its organiza- 
tion; the work it has accomplished for its members; and the hopes it 
holds out for all teachers of the future. : 

From time to time, matters concerning the mae of teachers 
are discussed by groups of teachers. i 

About the year 1890 one such matter concerned the retirement 
of the aged teacher, first, because of age and consequent decreasing 
ability to teach; second, as a means of providing place? for younger 
persons preparing to teach. | 

Separation from the service occurred by dismissal, resignation, 
and death. : 

Public opinion would not have tolerated the dismissal of those 
who had given the most productive years of their lives to teaching even 
if school officials could have brought themselves to do so, because the 
average teacher's salary was so small few had been able to save enough 
to provide for themselves the ordinary necessities of life during the un- 
productive years of life, moreover, many teachers had one or more 
dependent on them for financial assistance and even during the produc- 
tive years had denied themselves all luxuries and many of the necessi- 
ties, hence had not saved for the unproductive period. 

Groups of teachers discussed ways and means for meeting the 
situation, for all agreed, old or disabled teachers could not provide 
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the best stimulation for progress in education, hence youth suffered. 
Moreover, each year many young persons were trained by newer 
methods to teach school and could not be employed to teach because of 
the retention in service of many of those who should retire. They 
studied Relief Organizations and Pensioning Systems. 

Pensioning of aged or disabled employees, while not unknown, was 
not the rule. Moreover, the Board of Education did not have funds out 


of which to pay any sort of stipend to retired teachers. 


Cooperative accumulation of funds for pensioning retired persons 
was being tried as a private venture. 

Commercial groups, with large amounts of capital back of them, 
were offering pensions through the accumulation of funds obtained by 
monthly payments, supplemented by interest on these funds and bonuses. 
Teachers were afraid to trust their small savings to such groups, 
moreover, those needing it most could not save to join. 

Public opinion was just beginning to crystalize in favor of pension- 
ing on a joint contributory basis of employer and employed. 

This group in 1890 decided to sell to teachers the idea of a private 
organization of teachers to provide for themselves a fund, by a voluntary 
taxing system, out of which to pay annuities to those of its members 
who had reached a specified age and taught a specified number of years. 

If this could be accomplished, many fine teachers could be kept 
in the service, not lost through the necessity for securing a larger 
income than a teacher's salary. Moreover, it would operate to improve 
the system through the retirement of the older teacher thus providing 
opportunity to employ a younger one. 

In the group studying this matter were Alexander T. Stuart, Anne 
Beers, Flora Hendley, John T. Freeman, Nathaniel Gage, Dr. E. G. 
Kimball, Rebecca Stoneroad, Rebecca Shanley, Sadie White, and others 
well known in the school system. 

They studied various pensioning systems in all parts of the country. 
They sought advice of bankers, life insurance officers, actuaries and 
industrialists who responded freely, giving out of actual experience, 
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valuable suggestions regarding organization, investment of funds, safe- 
guarding funds, the probable span of productive aay the probable 
span of life, and the cost of living. 

They were encouraged by favorable teacher; as well as public, 
opinion to go ahead with the organization of a private association for 
pensioning white teachers in the Public Schools under Superintendent 
W. B. Powell. Finally in March, 1894, they presented to the teaching 
body for acceptance a charter, a constitution, anda set of by-laws for 
the Teachers Annuity and Aid Association. This was accepted, and 
many teachers and officers became members. The Association was 
incorporated under the laws of the District of Columbia, November, 
1894, for twenty years and re-incorporated October 1914. 

Dues in the association were fixed on a percentage of the salary 
basis; the age limit set at sixty-five years for retirement; and the 
teaching period at thirty-five years; the annuity at sixty percent of the 
salary but not more than six-hundred dollars was to be paid any one in 
one year. A death benefit of one year's annuity was promised the 
member's beneficiary. : 

The income was to be divided into two funds known as the Perm- 
anent and the Annuity Funds. The Permanent Fund was to be invested 
in the best possible securities obtainable on the advice of three reliable 
business men. 


When the Permanent Fund reached the sum of thirty-thousand 
dollars the income together with the sums set aside for the Annuity 
Fund were to be used to pay Annuities. None was to be paid before. 


There was, however, a limiting or restricting paragraph written 
into the Constitution in order to keep the Permanent Fund intact to 
provide income for the future, as follows: | 

Whenever the Annuity Fund shall be insufficient to 
pay in full all annuitants and other beneficiaries, the whole 
sum of the Annuity Fund, less current expenses, shall be 
divided equitably among the annuitants and other benefici- 
aries; and every such payment shall be considered as having 
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been made in full of all claims to the date of such payment 
and shall be receipted for as such. 
The application of the paragraph later proved to be the safety 
provision of the association. 
At a full meeting of the members early in 1894 the following were 
elected to conduct business of the association. 
President - W. B. Powell 
First Vice-President = Nathaniel Gage 
Second Vice-President - Edith Wescott 
Recording Secretary - Flora L. Hendley 
Financial Secretary - John T. Freeman 
Treasurer - Alexander T. Stuart 
These officers together with a representative from each of the 
school divisions and two for members-~at-large gave a Board of six- 
teen members. 
Thus the T. A. A. A. was launched and began to do business. 
So many of the older teachers joined, it soon became evident 
the Permanent Fund must be built up more rapidly than had been antici- 
pated in order to retire some aged teachers who had taught thirty- 
five years yet were financially unable to retire. 
Extra efforts had to be put forth and other means than dues and 
small entertainments found to increase the Permanent Fund. Citywide 
entertainments were given, Honorary Memberships at ten dollars per 


person were solicited and secured, finally, a Carnival-Bazaar was 


proposed. 

Enthusiasm among teachers and business men ran high when it 
was decided to do this and money, goods and services were offered 
freely. 

The Bazaar was held November 28 to December 14, 1895, in the 
old Convention Hall over the market at Fifth and K Streets, N. W. 

The financial returns from this venture amounted to nearly 
twenty-three thousand dollars which, added to that accumulated, gave 
a sum nearly equal to the thirty-thousand required to provide income 
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for the payment of annuities. The full sum was in hand by February 
1896. The first annuitant was Miss M. I. Good, October 1896, who 
had taught thirty-five years. In December 1896, a Mrs. McCathren 
was granted an annuity because incapacitated. : 

By 1900, benefits had been paid on seventeen certificates. The 
financial report of 1908 shows the total receipts to date of $137, 418. 50 
with a Permanent Fund of $77, 580. 48; a total membership of 385 
persons; eighteen annuitants and fifty beneficiaries of deceased nem- 
bers. i 

The greatest number of members recorded is 596. 

One of the greatest contributions made to the success of the under- 
taking was the tithing system of bookkeeping worked out and used by the 
Financial Secretary, John T. Freeman for the expenditure of the 
Annuity Fund. 

The money received for this fund was divided into ten parts and 
one part set down in each of ten columns beginning with the column of 
the month in which it was received. These ten columns represented a 
year's payment. The total of any one column gave the amount which could 
be expended that month for payment of expenses and annuities. 

This tithing system spread the income equitably through the 
months and provided a more regular income for the annuitants. This 
system is used today by the Washington Loan and Trust Company Trus- 
tee. | 

For awhile the income was sufficient to pay in full all claims. 

Not until 1909 was the scaling authorized under the Himtting paragraph 
resorted to, and then only for ten percent. 

About this time agitation for a Federal Retirement System began. 

Such a bill for Retirement of Teachers was emi finally 
passed, and became operative in 1920. | 


Hence, during the period required for its passage, interest in 


the private association of the teachers waned. 
A few new members were secured, some old ones dropped out 
although they would have received benefits from both if they paid into 
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both. By so doing they lost the money paid in as dues and forfeited all 
. Claim to annuity. 

Since the Federal Government as employer paid a specified sum 
for each teacher into the fund to which was added the amounts deducted 
- from the teachers’ salaries, the teachers felt they did not need the help 
of the T.A.A.A., hence, did not join. Hence, at the annual meeting, 
January, 1928, the members decided to close the membership as of 
that date. 

This soon brought discussion of the final disposition of the Per- 
manent Fund of the Teachers Annuity and Aid Association. Many felt 

the Association should be dissolved and the funds divided pro rata 
| among the members of date. Others felt it should be continued, that 
the association owed a debt to at least four groups of persons, namely, 
to members of date who wanted the association to continue to do busi- 
ness; to annuitants who depended on the money received from income of 
the whole fund; to beneficiaries of deceased members who had not been 
annuitants; and to the general public which had so generously contributed 
to the success of the bazaar and as honorary members from which so 
large a part of the Permanent Funds had been secured. 

These felt the moral obligations could not be met by distributing 
the money in the association among the members even if it could have 
been done equitably. The moral obligations could only by met by con- 


tinuing the work of the association as a trust, and placing the money 


with a reliable trust company to manage investment and distribute the 
income under the direction of a Board of Trustees composed of teachers 
in the system. 

Before the clamor for immediate distribution of the Permanent 
Fund became too great or a suit entered for recovery of money paid 
or to test the legality of the limiting paragraph of the constitution, the 
proposition to create a Trust Fund gained favor and was accepted by 
the great majority. Therefore, at the annual meeting in 1928 the whole 
body of members present voted to create such a Trust Fund to be used 
for the benefit of the white teachers in the Public Schools of the District 
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of Columbia, after fulfilling all obligations to present members. 


Arrangements were made with the Washington Loan and Trust 
company to become the trustee; a new constitution was written and ap- 
proved; the members elected in 1928 to the Board of Trustees to be- 
come the Board of Trustees to advise the Trust Company, and the 
membership as of January, 1928 to be the membership of the organiza- 
tion so long as they remained employees of the Board of Education. 

The Board of Trustees, sixteen in number, was to become a 
perpetuating body by provision af the new constitution as follows: 

"No vacancy occurring in the Board of Trustees shall 
be filled until the number shall have been reduced to eight 
members. Then the remaining eight shall elect a ninth 
member, which procedure shall be followed thereafter with 
the object of creating and maintaining a Board of Trustees, 
nine in number, representing as far as sees the various 
departments of the school system. "' 

At present all members of said Board are members of the 
Teachers Annuity and Aid Association and have been since avery early 
date. Three are still in active service. Six have been retired and are 
annuitants, but the time will come when no member of the Board will 
have been a member of said association. 

Finally the time will come when it will be composed entirely of 
persons who know only by report of others or from records of the work 
of the T.A.A.A. i 

The money in the Permanent Fund is to be invested. 

The money in the Annuity Fund is to be used to pay expenses, 
annuities, and beneficiaries. Since this Fund isnot now sufficient to 
pay in full all claims, it is divided, after deducting expenses, equally 
among all claimants. At present each receives forty dollars a year. 
While this is much less than was promised, they feel they are at least 
receiving as much as they would be receiving in interest had all their 
dues been put in bank and kept there drawing interest. This has been 
worked out by several members and found true. They feel they have 
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helped others when help was most needed, hence have done what they set 


out to do. 

The number of the annuitants may be increased by retirement of 
the fifteen now in active service, after that it will be diminished through 
death of annuitants. As the number of annuitants diminishes, the amount 
of the annuity will increase until such time as the full amount of six- 
hundred dollars per annuitant is available in the Annuity Fund. 

A few members will live to receive this amount. 

When ali annuitants and beneficiaries are receiving the full 
amount of their claim, the surplus in the Annuity Fund is available to 
aid any white teacher who has become incapacitated either physically or 
mentally. Such cases must be presented to the Board of Trustees and 
after investigation and consideration the said Board has the power to 
grant aid and to direct the Washington Loan and Trust Company to pay 
to the disabled teacher such sum as they decide is right. This Board 
will, in all probability, by such time be composed of non-members of 
the Teachers Annuity and Aid Association, but, being chosen from the 
body of teachers, they are the representatives of the whole body of 
members to distribute the income derived from funds gathered through 
their untiring efforts and sacrifice and that of their friends. 

Said Board is the trustee of the members of the Teachers Annuity 


and Aid Association. 


EXHIBIT F TO COMPLAINT 
[ Received, June 25, 1957, Trust Department, 
Riggs National Bank of Washington] 
June 24, 1957 


The Riggs National Bank of Washington, D.C. 
Washington Loan and Trust Branch 
Ninth Street at F Street, N. W. 
Washington 4, D. C. 


Re: Teachers Annuity and Aid Association of the District of Columbia 
Gentlemen: 
I address this to you as successor trustee to The Washington 
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Loan and Trust Company, Trustee, under a declaration of trust of June 
26, 1928, created by the Teachers Annuity and Aid Association of the 
District of Columbia. That trust by its terms was to be administered 
subject to and in accordance with the provisions of the constitution of the 
Association then in effect and in accordance with future revisions of 
such constitution. One such revision in the constitution was made in 
1931 and is identified as the Revised Constitution of the Teachers Annuity 
and Aid Association dated January 1931. I wish hereby to advise you 
that the Association has again taken formal action to make certain revi- 
sions in its constitution, which revisions took the form of amendments 
to the aforementioned constitution of January 1931. The amendments 
which have been adopted provide for an increase in the annuity and death 
benefit payments to $50. 00 per month. : 

The following steps were taken by the Association in adopting such 
amendments: 

1. The Board of Trustees of the Masocintion at a duly 

called and constituted meeting of said Board held on the 6th 

day of June 1957 in Washington, D. C., by unanimous vote 

adopted resolutions which included the adoption of the subject 


amendments to the constitution of the Association. A certifi- 
cation from the minutes of that meeting is attached hereto. 

2. At a duly called and constituted meeting of the mem- 
bers of the Association, held on the 24th day of June 1957, in 
Washington, D. C., (a) the members of the Association by 
unanimous vote adopted a resolution whereby it accepted, 


approved, ratified and confirmed the previous action of the 
Board of Trustees in adopting the resolution amending the 
constitution and other resolutions relating thereto, and (b) 
acting further upon the prior approval thereof by the Board 
of Trustees, the members of the Association, meeting and 
acting as a body, voted unanimously to adopt the resolution 
amending the constitution. A certification from the minutes 
of that meeting is attached hereto. | 


34 

3. Subsequent to the aforementioned meeting of the 
members of the Association, the Board of Trustees again 
met on the 24th day of June, 1957, and adopted a resolution 
recognizing that the meeting of the members of the Associ- 
ation of June 24, 1957, was duly called, that proper certifi- 
cation was given to all members, that the meeting was 
properly constituted and held, and further accepting, approv- 
ing, ratifying and confirming the action taken by the members 
as being in all respects proper and binding action by the 
Association in amending its constitution. A certification 


from the minutes of that meeting is attached hereto. 


The adoption of the subject amendments by the unanimous action 


at the two meetings of the Board of Trustees, and unanimous action at 
the meeting of the members of the Association, represents the official 
approval thereof by all authorized to take any action in the premises, 
and is in direct furtherance of the purpose of the Association as set 
forth in its articles of incorporation. 

In adopting the subject amendments, the procedure employed, as 
outlined above, and as evidenced by the attachments to this letter, was 
followed in order to assure complete compliance with and satisfaction 
of all constitutional and legal requirements for ‘making such amend- 
ments effective and binding upon the trustee administering the funds of 
the Association under the aforementioned trust. 

As provided in the amending resolutions, the amendments increas- 
ing the annuity and death benefit payments to $50.00 per month are to 
become effective as to the monthly payments which shall next become 
due and payable and accordingly shall be applicable to such payments 
for the month of July, 1957. 

Speaking for the Association, its officers and Board of Trustees, 
we offer any assistance which we might be able to give you in placing 
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into effect the adopted changes and wish to thank you for your usual fine 
service. 
Attest: Very truly yours, 


/s/ Emolyn C. Espey /s/ Ida May Lind President 
Secretary Teachers Annuity and Aid 
Association 
of the. 
District of Columbia 


Enclosures 


[ Filed May 12, 1958] 


ANSWER BY DEFENDANT, TEACHERS' ANNUITY 

AND AID ASSOCIATION OF THE DISTRICT OF 

COLUMBIA TO COMPLAINT BY TRUSTEE FOR 

COURT INSTRUCTION AS TO ITS RIGHTS AND DUTIES 
For answer to the complaint filed herein, the defendant, Teachers' 
Annuity and Aid Association of the District of Columbia respectfully 
states as follows: | 

1. The defendant admits that this Court has jurisdiction over this 
case and admits the allegations of Paragraphs I and IL of the complaint. 
Defendant further admits the allegations of Paragraph ID (1) through OT 
(7) which set forth excerpts from certain of the documents here involved. 
2. For answer to the remaining allegations of the complaint in 

which the plaintiff trustee raises a question with respect to the action 
taken by the defendant Association in June 1957 to amend its constitution 
So as to increase the annuity payments to its members to $50.00 per 
month - and upon which issue the plaintiff asks the instructions of the 
Court - the defendant, Teachers' Annuity and Aid Association of the 
District of Columbia, states that it was entitled as a matter of right to 
take such action and that such action was in all respects valid and 
proper and binding upon the plaintiff trustee; that following the giving of 
due notice to the plaintiff trustee in June 1957 of such action, it was the 
duty of the trustee to administer the funds of the Association in accord- 
ance with the provisions of the constitution of the Association as revised 


by the Association. 
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3. In 1894 there was no plan in existence providing retirement 


benefits for teachers of the public schools of the District of Columbia 


who were no longer able to teach by reason of old age or physical dis- 
ability. To meet the serious need of the teachers for such retirement 
funds, a group of public school teachers organized and formed a District 
of Columbia corporation, Teachers’ Annuity and Aid Association of the 
District of Columbia, which is named as defendant herein. 

4. ARTICLE Il of the charter of the defendant corporation dated 
November 7, 1894 and recorded November 8, 1894, et seq., Acts of In- 
corporation for the District of Columbia (a copy of which is attached 
hereto as "Defendant's Exhibit A") which is still in effect today, con- 
tains a statement of the object of the incorporation as follows: 

"The business and objects of the said Association 

are the formation and accrual of a fund for the allowance 

of annuities to retired and to permanently disabled teachers 

who are members of the Association, by means of a stipu- 

lated and periodical payment of membership dues, and by 

contributions from whatever source." (Emphasis supplied) 

The original constitution of the Association (a copy of which is 
attached hereto as "Defendant's Exhibit B") under Article II thereof, 
contained essentially the same statement of "object" as embodied in the 
Articles of Incorporation. Under that corporate "object" the funds of 
the Association were to be used solely for the benefit of the members of 
the Association who had made regular payments into such funds. 

5. Between 1894 and 1928 several hundred teachers of the Public 
Schools of the District of Columbia joined the Association as members, 
had issued to them formal certificates of membership (a copy of one 
such certificate is attached hereto as "Defendant's Exhibit C") and made 
regular payments of specified amounts in the form of dues to the Asso- 
ciation in anticipation of eventually receiving from the Association the 
$600 of annual payments, as provided by the original constitution, upon 
their becoming too incapacitated, by reason of illness or old age, to 
teach. 
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In January, 1928, as a result of the enactment of the Federal 
Teachers' Retirement System in 1920, new members were no longer 
joining the Association, and by formal action of the members, the mem- 
bership was closed. At the annual meeting in January, 1928, action was 
taken by the Association to place its funds with the Washington Loan and 
Trust Association (which was succeeded by the plaintiff) in order that 
they might be invested and administered by experienced hands. This 
was accomplished by the action of the members in revising the consti- 
tution of the Association (January 1928 - Exhibit A of the complaint) and 
by the execution of a trust instrument (June 1928 - Exhibit B of the com- 
plaint). | 

6. By the trust agreement of 1928, an arrangement was estab- 
lished by the defendant Association whereby the funds of the Association 
were placed in the experienced hands of a trust company for manage- 
ment and investment and under which the Association retained control 
of its funds, including the right to determine the ultimate use to which 


such funds would be put and the right to designate the parties to be 
benefited. | 
The trust created by the defendant in 1928 was inseparably tied to 


and was by its terms to be administered subject to and in accordance 
with the provisions of the constitution of the Association, as revised in 
1928, and in accordance with future revisions thereof. : 

The revised constitution of defendant of 1928 (Exhibit A to the com- 
plaint) was, under Article XI thereof, expressly subject to amendment, 
which amendment provision was identical to that contained in the original 
constitution of the Association in Article XII. : 

7. Future revisions of the constitution of the Association as afore- 
said, with resulting modifications of the trust arrangement, were antic- 
ipated and provided for under the trust instrument of 1928 and the revised 
constitution of the Association of 1928. : 

One such revision of its constitution was subsequently made by the 
Association in 1931 ("Exhibit C'' to the complaint). The principal effect 
of such revision was to simplify the administrative work of the Associ- 
ation and to reduce to a nucleus the governing body of the Association by 
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placing the active management of the affairs of the defendant corpora- 
tion in the hands of its Board of Trustees. The defendant corporation 
otherwise continued to exist and function and the members of such 
corporation who had been issued certificates of membership therein 
and had for many years made the required payments thereto, continued 
to have a right to vote, including the right to vote on a further revision 
of the constitution. 

8. Over the ensuing years prior to 1957, the number of member 
annuitants has steadily decreased (now 51) and still the members 
receive only a meager payment (averaging $8.33 per month) from the 
Association and the value of the dollar has diminished substantially 
since 1928 along with steadily rising costs of living. The remaining 
members of the defendant Association range in age from 72 to 91 and 
many of them are in considerable need of financial assistance to pay for 
subsistance and medical care. It became apparent to the remaining 
members that circumstances required a further revision of their con- 
stitution. These members, who have been receiving only $10.00 per 
month for ten months of the year from the Association, could see the 
time when the accumulated funds of the Association, amounting to 
approximately $135,000, into which they had paid through earlier years, 
would be carried over beyond the life of the last member for the 
potential use and benefit of complete strangers to the Association 
(reference is made to that provision which was added to the constitution 
of the Association by the revisions of 1928 and 1931 that after making 
the prescribed annuity payments to members within the restrictions of 
the constitution, income was to be used for the benefit of white teachers 
of the public schools of the District of Columbia "* * * as may be 
permanently or temporarily incapacitated either mentally or physically, 
in such manner as its Board of Trustees shall direct"). 

As provided for in the original constitution of the Association 
(Defendant's Exhibit B) and as set forth in the certificates of member- 
ship held by the teachers, the teachers had joined the Association and 


paid the required dues for an extended period of years with the expecta- 
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tion that they would receive the specified $600 a year retirement in- 


come. That was the express object and undertaking of the Association 
as it was organized and went into business. : 

At duly called and held meetings on June 6 and June 24, 1957, 
action was taken on the unanimous vote of the Board of Trustees of the 
defendant Association and by the affirmative vote of 100% of the mem- 
bers of the Association to further revise the constitution, by amend- 
ments thereto, to increase the annuity payments to $50.00 per month, 
totalling $600 per year, and to the extent that the income ("annuity fund") 
from the accumulated funds ("trust fund") of the Association is not 
sufficient to make such payments to then draw upon such accumulated 
funds. The following formal steps were taken by the Association in 
adopting such amendments: (1) The Board of Trustees of the Association 
at a duly called and constituted meeting of said Board, held on June 6, 
1957, by unanimous vote, adopted the resolutions amending the consti- 
tution; (2) at a duly called and constituted meeting of the members of the 
Association, held on June 24, 1957, the members by unanimous vote, 
adopted a resolution approving, ratifying and confirming the action of the 
Board of Trustees on June 6, 1957, and the members as a body, voted 
unanimously to adopt the amending resolutions; and (3) on June 24, 1957, 
subsequent to the aforementioned meeting of the members of the Asso- 
ciation, the Board of Trustees again met and unanimously adopted a 
resolution recognizing that the aforementioned meeting of the members 
was duly called, that proper notice was given to all members, that the 
meeting was properly constituted and held and further approving, ratify- 
ing and confirming the action taken by the members as being in all 
respects proper and binding action by the Association in amending its 
constitution (excerpts from the minutes of the three aforementioned 
meetings, which excerpts set.forth in full the constitution of the Asso- 
ciation as revised in June 1957, are attached hereto as defendant's 
"EXHIBIT D"). These revisions to the constitution were in keeping with 
and in fulfillment of the original purpose of the defendant corporation. 

9. By letter of June 24, 1957 ("Exhibit F" to the complaint), the 
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plaintiff was "notified officially by donor", in accordance with the fourth 
paragraph of the trust of 1928, of the action of the Association in amend- 
ing its constitution and of the fact that the increase in the annuity pay- 
ments was to become effective on July 1, 1957. The plaintiff thereafter 
raised a question with respect to the action taken by the defendant 
Association in June 1957 and subsequently determined to seek the in- 
structions of the Court by the bringing of the present action. 

10, Under the provision of the constitution of the Association, as 
revised in 1928, and as again revised in 1931, provision was made for 
the payment of annuity benefits to the members of the Association from 
available income of the accumulated funds of the Association and, after 
satisfying such annuity payments to members, the Board of Trustees of 
the Association was authorized to use the income for the benefit of 
‘white teachers of the Public Schools of the District of Columbia". 

With respect to the provision relating to "white teachers of the Public 
Schools of the District of Columbia", this defendant states that (a) such 


provision was not amended by the action in June 1957; (b) to the extent 


that the revisions of 1957 may indirectly effect the aforementioned 
provision by utilizing funds from the "trust fund", this defendant states 
that that provision of the constitution of the Association, like every other 
provision, was subject to modification or amendment by the Association; 
and (c) this defendant further states with respect to such provision that 
to whatever extent that provision might be construed as irrevocably com- 
mitting the funds of the Association to a purpose benefiting persons who 
are not members of the Association that such would be invalid and un- 
enforceable as being beyond the original purpose and object of the corpo- 
ration as stated in its charter. 

11. The defendant states that all parties interested in this matter, 
that is, both the Donor and the beneficiaries of the subject trust, have 
given their unanimous approval of the revisions to the constitution of 
1957. The Donor Association by formal action of both its Board of 
Trustees and its members, has so approved as have 100% of the 
member -annuitants. 
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WHEREFORE, the defendant prays as follows: _ 

1. That the Court instruct the plaintiff trustee that the amend- 
ments of June 1957 to the constitution of the defendant Association are 
valid and binding upon the plaintiff and that the plaintiff should admin- 
ister the funds of the defendant Association, which are held by plaintiff 
as trustee, in accordance with the provisions of the revised constitution 
of the defendant Association of June 1957. | 

2. That the defendant be given such other and further relief as to 
the Court may seem just and proper. | 

WILKES & ARTIS 
/s/ James C. Wilkes 
/s/ Harvey H. Holland, Jr. 
/s/ Allen Jones, dr. 


Attorneys for Defendant 
Teachers’ Annuity and Aid 
Association of the District 
of Columbia i 


* 


DEFENDANT'S EXHIBIT A 
Attached to Answer 


OFFICE OF SUPERINTENDENT OF CORPORATIONS 
District of Columbia 


THIS IS TO CERTIFY that the pages attached hereto constitute a 
full, true and complete copy of , 


A CERTIFICATE OF ARTICLES OF INCORPORATION OF "THE 
TEACHERS' ANNUITY AND AID ASSOCIATION OF THE DISTRICT OF 
COLUMBIA"", DATED THE 7th DAY OF NOVEMBER, 1894, AND 
RECORDED ON THE 8th DAY OF NOVEMBER, 1894, AT 11:00 A.M., 
IN INCORPORATION LIBER NO. 6, FOLIO 498. 
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as the same appears of record in this office. 
IN TESTIMONY WHEREOF 


‘I have hereunto set my hand and caused 
the seal of this office to be affixed, 
this 
the 16th day of 
March A.D. 19 56 
Alfred Goldstein 
Superintendent of Corporations, D. C. 


By /s/ Eleanore Dague Williams 
Assistant Superintendent of Corporations, 
D.C. 


Re: TEACHERS’ ANNUITY AND AID ASSOCIATION OF WASHINGTON,D.C. 


Articles of Incorporation 
KNOW ALL MEN BY THESE PRESENTS, That we, the undersigned, 
Laura A. Bradley, Flora L. Hendley, Mary C. McGill, Alexander T. 
Stuart and John T. Freeman are desirous to associate ourselves for the 


purpose of incorporation for benevolent purposes under, and in con- 


formity with the provisions of class 3 sections 545 to 552, inclusive, of 


the revised statutes of the United States relating to general incorporation 
in the District of Columbia, and we do, therefore, make, sign and acknow- 
ledge this certificate in writing which, when recorded according to law, 
shall constitute the articles of incorporation of the hereinafter named 
association. 
Article I. 
The name and title of the said association shall be the TEACHERS' 
ANNUITY AND AID ASSOCIATION OF THE DISTRICT OF COLUMBIA. 
Article I. 
The term of existence of the said association shall be twenty (20) 
years. 
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Article III. 
The business and objects of the said association are the forma- 


tion and accrual of a fund for the allowance of annuities to retired and 
to permanently disabled teachers who are members of the association, 
by means of a stipulated and periodical payment of ae dues, 
and by contributions from whatever source. 

Article IV. 

The number of the trustees who shall have the management and 
control of the affairs of the said association for the first year shall be 
sixteen (16) and their names are as follows: Annie Beers, Flora L. 
Hendley, Idalia G. Myers, Mary C. McGill, Nellie M. Reynolds, Emma 
K. Scott, Rebecca Stoneroad, Annie Van Horn, Edith C. Westcott, Sadie 
E. White, John T. Freeman, Nathaniel P. Gage, Bernard T. Janney, 
Joseph R. Keene, William B. Powell and Alexander T. Stuart, all of 
whom are residents of the District of Columbia. : 

In testimony whereof, we, the undersigned, have hereunto set our 
hands, and affixed our seals the 7th day of November, 1894. 

Laura A. Bradley (SEAL) | 
Flora L. Hendley (SEAL) 
Mary C. McGill (SEAL) 
Alexander T. Stuart (SEAL) 
John T, Freeman (SEAL) 


DISTRICT OF COLUMBIA, to wit: 

I, Appleton P. Clark, a notary public in and for the District of 
Columbia, aforesaid, do hereby certify that Laura A. Bradley, Flora L. 
Hendley, Mary C. McGill, Alexander T. Stuart and John T. Freeman, 
parties to certain articles of incorporation bearing date the 7th day of 
November, 1894, and hereunto annexed, personally appeared before me 
in the District of Columbia, aforesaid, the said Laura A. Bradley, 
Flora L. Hendley, Mary C. McGill, Alexander T. Stuart and John T. 
Freeman, being personally well known to me to be the persons who 


signed the said articles of incorporation, and acknowledged the same 
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to be their act and deed for the purposes therein expressed. 
Given under my hand and notarial seal this 7th day of November, 
1894. 


(SEAL) Appleton P. Clark, 
Notary Public. 


Liber No. 6, fol. 498, et. seq. ) 
"Acts of Incorporation." ) 


OFFICE OF THE RECORDER OF DEEDS. 
WASHINGTON, D. C., Nov. 22, 1894. 


This is to certify that the within is a true and verified copy of 
certificate of incorporation, and of the whole of said certificate, as 
received for record on the 8th day of November, 1894, 11 a.m. 


(SEAL) George F. Schayer, 
Dep. recorder of deeds. 


DEFENDANTS' EXHIBIT B 
Attached to Answer 


ORIGINAL 
CONSTITUTION 
TEACHERS' Encode AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA 
ARTICLE I. 
Title. 
The name of this organization shall be the TEACHERS' ANNUITY 
AND AID ASSOCIATION OF THE DISTRICT OF COLUMBIA. 
ARTICLE 1. 
Object. 
The object of this association shall be to provide and furnish 
pecuniary aid, from time to time, to such of its members as shall be 
incapacitated for teaching in the public schools of the District of Colum- 
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bia, by reason of sickness or advanced age, in such manner and upon 
such terms and conditions as the said association by its constitution and 
by-laws shall prescribe; and also to receive, hold and expend, in such 
manner as the donors may designate, donations of money for the aid of 
other teachers not hereinbefore provided for. | 

ARTICLE Il. 

Membership | 

SECTION 1. Clause 1. Active membership. The active member- 

ship of this association shall consist of two classes, to be known as 
class A and class B. | 


Clause 2. Honorary membership. Any person may be elected by 


the board of trustees to honorary membership in this association on the 
payment of ten ($10) dollars. | 

SEC. 2. Class A. Any teacher, superintendent, or other officer 
in the employ of the board of trustees of the public schools of the Dis- 
trict of Columbia may be admitted to membership in class A of this 
association, by a two-third (2/3) vote, by ballot, of the whole board of 
trustees thereof, and on payment of an initiation fee of three ($3) dollars, 
and such dues as may be required by this constitution, and upon signing 
the constitution and by-laws within thirty (30) days after the date of the 
notification of election to membership. Questions arising as to what 
constitutes employment by said board of trustees of the public schools 
of the District of Columbia shall be determined by the board of trustees 
of this association. : 

SEC. 3. Ineligibility from term of service. No person whose 
term of service as teacher exceeds fifteen (15) years at the time of 
applying for membership in class A, shall, after one (1) year from the 
date of organization, be entitled to membership. 

SEC. 4. Application for membership. Application for member- 
ship in class A may be made at any time, but such application must be 
made in writing, in such form as may be prescribed by the board of 
trustees, and must be accompanied by the fee for initiation and the first 
instalment of the annual dues, which fee and dues shall be returned to 
the applicant in case of non-admission to membership. : 
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SEC. 5. Class B. Clause 1. Any member of class A of this 
association who is on the pay-rolls of the public schools of the District 
of Columbia may be admitted to membership in class B, by a majority 
vote of the board of trustees, and on the payment of an entrance fee of 


one ($) dollar and one (1) quarter's dues, $1.25. 


Clause 2. Application for membership in class B may be made 
at any time, but such application must be made on the printed form 
prescribed for that purpose and must be accompanied by the entrance 
fee and one (1) quarter's dues, which fee and dues shall be returned if 
the application is rejected. 

Clause 3. Any member of class B whose name, for any cause, 
may not appear on the pay-rolls of the public schools of the District of 
Columbia shall be dropped from membership in class B. 

ARTICLE IV. 
Officers 

SECTION 1. The officers of this association shall consist of a 
president, two vice-presidents, a recording secretary, a financial 
secretary and a treasurer, to be elected annually; all of whom with ten 
(10) directors, shall constitute a board of trustees. A majority of the 
board of trustees shall constitute a quorum. 

SEC. 2. The directors shall be elected for a term of two-years, 
except that at the first annual election to be held on the second Saturday 
in January, 1895, five shall be elected to serve one year and five to serve 
two years; provided, that the directors elected March 24, 1894, shall 
hold office until their successors are elected at the first annual meeting, 
and qualified. In electing directors, one shall be chosen to represent the 
teachers of the normal and high schools and the special teachers; one to 
represent the teachers of each of the first six divisions respectively; 
one, the teachers of the seventh and eighth divisions; and two, the 
teachers at large. 

SEC. 3. Elections by ballot - Majority vote. All elections of 
officers and directors shall be by ballot, and a majority of the votes cast 
shall be necessary to a choice. 
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SEC. 4. Vacancies. Any vacancy which may occur among the 
officers or directors shall be filled for the unexpired term by the board 
of trustees. 

SEC. 5. Delinquent trustees. The office of any member of the 
board of trustees who shall fail to attend three (3) consecutive regular 
meetings of the board, without being excused by the said board, or who 
shall fail to perform the duties of the office, may be declared vacant by 
a two-thirds (2/3) vote of the board. 3 

SEC. 6. Nomination of directors. The board of trustees shall, at 
the December meeting, direct that meetings of all the members in each 
division for which a director is to be chosen, be held at least ten days 
before the annual election, at each of which meetings the members 
present may nominate a person to be voted for at the next annual elec- 


tion for director for the division. For the purpose of nominating a 
director, the teachers of the normal and high schools and the special 
teachers shall constitute a division. The nomination of directors-at- 


large shall be made at the annual meeting. 

SEC. 7. Pay of officers. No member of the board of trustees 
shall receive any compensation whatsoever for his services. 

SEC. 8. Bonds and security. The financial secretary and the 
treasurer shall, before entering upon their duties, furnish bonds for the 
faithful performance thereof, in such amount as the board of trustees 
may direct. These bonds shall be deposited with the trustees and must 
be renewed at every re-election. | 

ARTICLE V. 
DUTIES OF OFFICERS. | 

SECTION 1. Duties of president. The president shall preside at 
all meetings of the association and of the board of trustees, and perform 
such other duties as may be imposed on him by the constitution and by- 
laws. He shall be, ex-officio, a member of all standing committees. 

SEC. 2. Duties of vice-presidents. The first vice-president shall 
preside in the absence of the president. In the absence of the president 
and first vice-president the second vice-president shall preside. In the 
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absence of the president and both vice-presidents from any meeting, the 
members present shall choose a chairman who shall preside at such 
meeting. 

SEC. 3. Duties of recording secretary. The recording secretary 
shall attend to all the duties usually pertaining to his office. He shall 
keep a record of all the transactions of the association and board of 
trustees and send notices of meetings of the board of trustees to each 
member thereof and such other notices as may be ordered by the board 
of trustees. He shall report in the notice of the annual meeting a list of 
officers and also the nominees for division directors. He shall receive 
and keep on file all applications for membership, and shall furnish to 
each individual admitted his certificate of membership, as soon as the 
said individual has complied with the requirements of the constitution. 

SEC. 4. Duties of financial secretary. Clause 1. The financial 
secretary shall receive all moneys from members and others, receipt 
therefor and pay the same to the treasurer within eight (8) days, taking 
his receipt. 

Clause 2. He shall keep a record showing all payments made by 
members of the association and others. 

Clause 3. He shall make a monthly statement to the board of 
trustees of all moneys received during the month. 

Clause 4. He shall notify, according to the requirements of 


article vy, section 1, of the by-laws, all members who may be delinquent - 


in the payment of dues, and shall make a monthly report of all such 
delinquents to the board of trustees. 

Clause 5. He shall prepare and furnish to the recording secretary 
to be printed with the notice of the annual meeting a report of his 
receipts, of all additions to the membership of the association, of all 
forfeitures in membership during the year, and the number of members 
in each division; also the number of annuitants and of deceased members 
and a statement showing the amount of benefit paid to each beneficiary 
and the cost in each case. 

SEC. 5. Duties of treasurer. The treasurer shall receive all 
moneys of the association, and shall deposit the same in such banks or 
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trust companies as shall be designated for that purpose by the board of 
trustees, such deposits being made in the name of the association. He 
shall pay all bills and annuities ordered by the board of trustees, and 
all checks or orders given in such payment shall be signed by the 
treasurer, the president and the recording secretary. He shall make a 
report at each regular meeting of the board of trustees of the condition 
of the finances of the association. He shall prepare and furnish to the 
recording secretary to be printed with the notice of the annual meeting 
a statement of the affairs of the association, which statement shall com- 
prise an account of the receipts and disbursements and the balance in 
the treasury of each fund and a schedule of the property. 
ARTICLE VI. | 
DUES. 

SECTION 1. Class A. Basis. The basis for estimating the 
annual dues for any year of any member in class A, whose annual salary 
is one thousand dollars ($1,000) or less, shall be the annual salary of 
said member, on the October pay roll of the said year. : Of any other 
member of class A, the basis shall be one thousand dollars ($1,000). 
Any employe appointed after October, who shall join this association, 
shall, until the following October, pay annual dues on the basis of the 
salary at the time of joining. 

SEC. 2. Annual dues. Clause 1. The annual dues of any member 
of class A shall be one and one-half (1-1/2) per cent, of the basis, as 
defined in section 1 of this article. ) 

Clause 2. The annual dues of any member of class B shall be 
five ($5) dollars. : 

SEC. 3. When dues begin. Clause 1. Any person eligible to 
membership in class A at the date of organization must apply for mem- 
bership within two (2) years of said date, and shall pay dues from the 
date of organization. 

Clause 2. Any person becoming eligible to membership subse- 
quent to the date of organization, who shall apply for admission within 


three (3) years from the time at which such person became eligible, 
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shall pay dues from the date of admission. In all other cases, appli- 
cants shall pay from the date at which they became eligible. 
Clause 3. In class B dues shall begin at the date of election to 


membership and shall be paid according to the provisions of the next 


section. 
* 
ARTICLE VI. 
Funds Of The Association... 

SECTION 1. Three funds. The funds of this association shall be 
known as the permanent fund, the annuity fund and the temporary dis- 
ability fund, and shall be kept in three (3) separate bank accounts. 

SEC. 2. The permanent fund and the annuity fund shall be ac- 
cumulated, kept and administered for the benefit of members of class 
A exclusively; the temporary disability fund for the benefit of members 
of class B exclusively, except,in both cases, as hereinafter provided. 

a bd * % * 
ARTICLE VI. 
Benefits. 
* * Fd « * 
SEC. 2. Longevity. Clause 1. Any member of class A who shall have 
completed a term of school service of thirty-five (35) years, when the 
permanent fund shall have reached the sum of thirty thousand ($30,000) 
dollars, shall, if he desires, be declared to be an annuitant, and upon 
such action by the board of trustees, shall receive an annuity as provided 
in Article IX of this Constitution. 
a * * 
ARTICLE IX. 
Annuities. 

SECTION 1. Amount. Each annuity shall be sixty (60) per cent of 
the basis of the assessment, according to article VI, section 1, at the 
time the person becomes a beneficiary, but no annuity shall exceed the 
sum of six hundred ($600) dollars. Whenever the annuity fund shall be 
insufficient to pay in full all annuitants and other beneficiaries, the 
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whole of the said fund, less the current expenses, shall be divided 
equitably among the annuitants and other beneficiaries; and every pay- 
ment made to an annuitant or other beneficiary, under the provisions of 
this section, shall be considered as having been made in full of all 
claims to the date of said payment and shall be receipted for as such. 

SEC. 2. How paid. Annuities shall be paid in ten (10) instal- 
ments, on or before the first (1st) of each month, excepting August and 
September. | 

* * * * 1 * 
ARTICLE XI. 
Meetings. 

The annual meeting of this association shall be held on the second 
Saturday following the January meeting of the board of trustees, at such 
hour and place as the said board of trustees shall direct. The president 
shall call a special meeting, at any time at the request, in writing, of 
ten (10) members. At all meetings of the association, twenty-five (25) 
members shall constitute a quorum. : 

ARTICLE XU. 
Amendments. 

This constitution may be amended, at any annual meeting of the 
association, by a three-fourth (3/4) vote of all the members voting, 
provided such amendment shall have been submitted to the board of 
trustees, and approved by two-thirds (2/3) of the members of said board 
present. Notice of the proposed amendment shall be sent by the secre- 
tary to every member of the association, with the notice of the annual 
meeting. | 


[CERTIFICATE] DEFENDANT'§ EXHIBIT C 
Attached to Answer 


TEACHERS' ANNUITY AND AID ASSOCIATION OF THE DISTRICT OF 
COLUMBIA 


Whereas Mary E. Draney has been admitted to 
membership in the TEACHERS' ANNUITY AND AID ASSOCIATION OF 
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THE DISTRICT OF COLUMBIA, and has promised to obey all lawful 
commands of this organization and in consideration of the sum of $ 1. 69 


which has been paid to the said Association as a quarterly payment of 
dues on account of the funds of the Association, and of further dues to be 
paid as they may be lawfully called for and of an explicit compliance with 
all the laws, rules and usages of this Association, and especially with the 
conditions herein set forth, the Teachers' Annuity and Aid Association of 
the District of Columbia hereby grants unto said member this Certificate 
and declares the said member to be entitled to all the rights and privi- 
leges belonging to a member of the Association, including an annuity not 
to exceed sixty (60) per centum of his annual salary as an employee in the 
public schools of the District of Columbia, to be paid from the Annuity 
Fund of the Association in such manner and at such times as the Consti- 
tution and By-Laws of the Association shall prescribe, and upon the 
following conditions, to wit: 

A. --In case the said member shall become permanently incapaci- 
tated either physically or mentally for school work or some other occu- 
pation, all dues and demands being at the time fully paid, and he being 
in all respects in good standing in the Association, his membership having 
been of not less than five (5) years’ duration, then he shall be entitled to a 
benefit during each year's disability in a sum not exceeding sixty (60) per 
centum of his last annual salary as an employee in the public schools of the 
District of Columbia, which benefit shall be paid in ten (10) installments, 
to be paid on or before the first (1st) day of each calendar month, except- 
ing August and September. 

B. --In case the said member shall have completed a term of public 
school service of thirty-five (35) years, all dues and demands being at the 
time fully paid, and he being in all respects in good standing in the Asso- 
ciation, he shall, if he desires, be declared to be an annuitant and be en- 
titled to an annual benefit, during life, in a similar sum to that specified 


in A and subject to the same conditions of payment. 
x* % td * 
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E. --It is also expressly understood and agreed that this Certificate 
and the contract with the Association under its laws, are subject to such 
changes by the membership as may from time to time be made by it, and 
that the said member in accepting this Certificate agrees to be bound by 
the terms of this Certificate and the laws of the Association as they now 
exist, or if the terms hereof or the laws of the Association shall be 
changed by the membership in any way, then he agrees to be bound by 


such changes as though they had been incorporated herein. 
Ed * * * : sd 


DEFENDANT'S EXHIBIT D (2) 
Attached to Answer 


MINUTES OF SPECIAL MEETING 
OF MEMBERS OF TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA 


* * * * Os 
REVISED CONSTITUTION OF THE 

TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA 


of January, 1931 - 
as amended June, 1957. 


* * * 
ARTICLE VIL 


Funds. 
* * * * ; ox 


Section 3. The trust fund shall be held in perpetuity (except as 
provided in Article X) by The Riggs National Bank of Washington, D. C., 
Trustee, successor to The Washington Loan and Trust Company, Trus- 
tee, and its successors as trustee for the fund with full power to take 


charge, manage, control, invest and reinvest the same, and further to 
sell any of the assets comprising said trust fund without requiring any 
purchasér ‘to see to the application of the purchase price. 

* * * * ok 
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ARTICLE X. 
Annuities. 

Section 1. Annuity payments, commencing July 1, 1957, shall be 
in the sum of $50.00 per month to each annuitant, totaling $600. 00 per 
year. Whenever the annuity funds, after deducting current expenses, 
shall be insufficient to pay in full all annuities and death benefits the 
funds in the trust fund shall be utilized and drawn upon to the extent 
required to pay in full such annuities and death benefits. 

Section 2. Annuities shall be paid in twelve (12) installments as 
early as practicable in each month. 

* “ * * 
ARTICLE XI. 
Meetings. 

Section 1. Two regular meetings of the Board of Trustees shall 
be held each year, one in January and one in June, on such date as the 
executive committee shall direct. The president shall call a special 
meeting of the Board of Trustees whenever the executive committee 
deems it necessary or whenever request for such meeting is made in 
writing by four members of the Board of Trustees. 

Section 2. The president shall call a special meeting of the mem- 
bers of the Association whenever the executive committee or the Board 
of Trustees deem it necessary or whenever request for such meeting is 
made in writing by five (5) members, provided that written notice of any 
such meeting, stating the place, day and hour of the meeting and the 
business proposed to be transacted thereat, shall be served upon or 
mailed to each member entitled to vote at the meeting, postage prepaid, 
addressed to such member at the last known address or at the last ad- 
dress appearing on the records of the Association, not less than ten 
(10) days before such meeting. At all meetings of the members of the 


Association twenty (20%) per cent of the total members, either present 


in person or by proxy, shall constitute a quorum and at any such 
meeting all members shall be entitled to vote in person or by proxy 
appointed by an instrument in writing subscribed by such member or by 
his duly authorized attorney. 
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ARTICLE Xi, 
Amendments. 

This constitution may be amended at any meeting of the Associa- 
tion called for that purpose by the affirmative vote of at least three- 
fourths (3/4) of all members entitled to vote, provided that such amend- 
ment shall have been submitted to the Board of Trustees and approved 
by two-thirds (2/3) of the members of said Board present and provided 
further that written notice of such meeting of the Association and of the 
proposed amendment shall have been sent by the secretary to every 


member of the Association no less than ten (10) days in advance of such 


meeting. 


[Filed February 12, 1959] 


MOTION OF DEFENDANT FOR SUMMARY JUDGMENT 
The defendant Teachers Annuity and Aid Association of the Dis- 
trict of Columbia, moves the Court to enter pursuant to Rule 56 of the 
Federal Rules of Civil Procedure a summary judgment in the defendant's 
favor dismissing the complaint and for the relief prayed for in defen- 
dant's Answer, on the ground that there is no genuine issue as to any 
material fact and that the defendant is entitled to a judgment on the issue 
presented by the plaintiff and the exhibits attached thereto as a matter 
of law. | 
WILKES & ARTIS 
/s/ James C. Wilkes 
/s/ Harvey H. Holland, Jr. 


/s/ Allen Jones, Jr. 
Attorneys for Defendant 
* * * 


[Certificate of Service] 
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DEFENDANT'S EXHIBIT E 
[Attached to Defendant's Motion 
for Summary Judgment] 


RATIFICATION AND CONFIRMATION 


WHEREAS, the Teachers Annuity and Aid Association of the Dis- 
trict of Columbia, a corporation, has heretofore, to wit, on the 26th 
day of June, 1928, entered into and executed a certain Declaration of 
Trust wherein the Teachers Annuity and Aid Association appears as 
donor, and The Washington Loan and Trust Company appears as Trus- 
tee; and 

WHEREAS, the donor aforesaid deposited certain securities with 
said Trustee, aggregating $121, 500.00, said securities constituting the 
"Trust Fund’, and the income therefrom constituting the ‘Annuity Fund", 
in accordance with the Revised Constitution of the said Teachers Annuity 
and Aid Association adopted by its members on January 21, 1928, a copy 
of said Revised Constitution being attached to and made a part of said 
Declaration of Trust; and, 5 

WHEREAS, it is provided by Section 4 of Article VII of said Re- 
vised Constitution, in referring to the Annuity Fund, that "All disburse- 
ments from this fund shall be made by The Washington Loan and Trust 
Company and its successors upon written order and direction or in his 
absence the vice president of the association, countersigned by the 
recording secretary or the treasurer"; and, 

WHEREAS, some question has arisen relating to the payments 
heretofore made by the Trustee to annuitants and beneficiaries, and it 
is now thé. desire, purpose, and intention of the said Teachers Annuity 
and Aid Association to approve, ratify, and confirm all such payments; 

NOW THEREFORE BE IT KNOWN that the Teachers Annuity and 
Aid Association of the District of Columbia, by its duly authorized 
officers, does hereby approve, ratify, and confirm all payments of 


annuities and/or benefits which have been heretofore made by The 


Washington Loan and Trust Company, Trustee or otherwise, from the 
date of the Declaration of Trust herein mentioned to this day, and the 
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said Teachers Annuity and Aid Association of the District of Columbia 
does hereby forever release and discharge the said The Washington 
Loan and Trust Company, Trustee, or otherwise, from any and every 
liability to it or its members now existing or hereafter arising on 
account of said payments made to said annuitants and/or beneficiaries. 

THESE PRESENTS FURTHER WITNESSETH, That the said The 
Washington Loan and Trust Company, Trustee, is hereby authorized 
and directed, (1) to make payments to annuitants and/or beneficiaries 
as may hereafter be designated in writing by the duly authorized officers 
of the Teachers Annuity and Aid Association of the District of Columbia, 
and (2) to continue payments of annuities and benefits, in accordance 
with the Revised Constitution of the Teachers Annuity and Aid Associa- 
tion of the District of Columbia, until further written notice from the 
said Association, to the following named persons, to wit: 

* ae * * | ae 


TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA 


By /s/ E. T. Kimball 
President. 


Countersigned 


By /s/ F. L. Hendley © 
Recording Secretary. 
ok a | cg 


[Filed February 21, 1959] | 


MOTION OF PLAINTIFF FOR SUMMARY JUDGMENT 


Comes now the plaintiff, The Riggs National Bank of Washington, 
D. C., through its attorneys, and moves the Court pursuant to Rule 56 
of the Federal Rules of Civil Procedure to enter a summary judgment 
instructing plaintiff, and for reason therefor states: : 

1. That there are no genuine issues of material fact since the 
facts set forth in the Complaint, Answer, and defendant's motion for 
summary judgment and exhibits attached thereto are uncontested. 
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2. That plaintiff is entitled to judgment as a matter of law. 


HOGAN & HARTSON 
/s/ Frederick M. Bradley 


/s/ Charles C. Abeles 
Attorneys for Plaintiff 
* * * 


[Certificate of Service] 


[Filed April 2, 1959] 


AFFIDAVIT IN SUPPORT OF MOTION BY DEFENDANT 
TEACHERS ANNUITY AND AID ASSOCIATION FOR 
SUMMARY JUDGMENT 


DISTRICT OF COLUMBIA, ss: 


After first being duly sworn on oath the affiant, Ida Mae Lind, of 
3373 Rittenhouse Street, N. W., Washington, D. C., states on personal 
knowledge and belief the following: 

That she joined the Teachers Annuity and Aid Association of The 
District of Columbia in 1904 and has been a member since that time; 
that she is now the President of said Association and has held that posi- 
tion since 1952; that for a number of years prior to 1952 she occupied 
the position of Vice President of the Association. 

That the records of the Teachers Annuity and Aid Association, 
including the minutes of its meetings, covering a period of years, ex- 
tending from before 1928 to after 1931, were stored with older records 
in the public schools of the District of Columbia; however, an exhaustive 
search has been made for such records but they could not be found and, 
accordingly, affiant believes that such records have been either lost or 
destroged over the intervening years; 

Affiant states that the action taken by the Association in 1928 and 
1931 was not taken by the unanimous action of the members; that a 
relatively small group of the members directed the policy of the Asso- 
ciation and acted as the moving force in the action taken by the Associa- 
tion in 1928 and 1931; that a substantial number of the members were 
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not in agreement with the action taken by the Association in 1928 and 
1931; ! 
That as the records of the Association show, there was unanimous 
action on the part of the board of trustees of the Association and approval 
by 100 per cent of the members of the Association of the action taken by 
the Association in June 1957 to further revise its Constitution; there are 
now forty-five remaining members of the Association (nine having died 
since the action taken by the Association in June 1957) and such mem- 
bers range in age from seventy-four to ninety-three, averaging over 
eighty-two years; that many of the remaining members of the Association 
are in substantial financial need for medical care and subsistence; that it 
was the unanimous feeling of the Association and of its members that the 
formal action taken in June 1957 to increase the annuity payments was 
consistent with and in fulfillment of the object of the Association and 
would serve the best interests of the remaining members of the Asso- 
ciation. : 


/s/ Ida May Lind, President 
Teachers Annuity and Aid Associa- 
tion of the District of Columbia 


[JURAT dated April 1, 1959] 


[Filed April 8, 1959] 


AFFIDAVIT IN SUPPORT OF PLAINTIFF'S : 
MOTION FOR SUMMARY JUDGMENT 


DISTRICT OF COLUMBIA, SS: 


I, MARY L. CHADWICK, being first duly sworn, do depose and 
say that I was formerly an assistant trust officer of The Washington 
Loan and Trust Company and am presently an assistant trust officer of 
The Riggs National Bank of Washington, D. C., successor trustee to 
said Trust Company, under the Declaration of Trust for the Teachers 
Annuity and Aid Association as executed in June, 1928; that Tam 
familiar with the records maintained by said Bank as trustee, as afore- 
said, and have examined the same. : ; 
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The first remittances made to annuitants by The Washington Loan 
and Trust Company as trustee were the payments for October 1, 1928. 
At that time, there were 79 members and beneficiaries receiving pay- 
ment. 

Based on the number of checks that went out in October, 1928, and 
those subsequently added to the list, it appears that there were approxi- 
mately 236 members of the Association when the trust was voted on by 
the membership and executed. Of these, only 45 members are now 
living, and there are four deceased members for whom benefits are being 
paid. Of those members living when the trust with the charitable 
remainder was executed, 190 have died and one resigned. These 190 
members received only income from the fund. 

/s/ Mary L. Chadwick 
[JURAT dated April 7, 1959] 


Washington, D. C., April 8, 1959 
BEFORE HONORABLE JOHN J. SIRICA, United States District 
Judge, Motion. 
MOTION: 


1) of Defendant for summary judgment. 


2) of Plaintiff for summary judgment. 
* oe * * x 

THE COURT: I think both sides have argued this case very well. 
There are serious questions involved and I hope which ever way I rule 
in this case that the losing party will take this case to the Court of Ap- 
peals and get a final decision of this case. Of course, that is up to the 
party. 

The Court feels from the arguments in the case and the exhibits 
that I have reviewed and studied, the evidence in the case that it was 
the intention of the parties in 1928 to create an irrevocable trust and 
that the members did not have the right to take the action they did take 
in 1957. 
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Therefor, the Court will sustain the motion for sey judg- 
ment on behalf of the plaintiff. 


[Filed May 5, 1959] 


ORDER GRANTING MOTION OF 
PLAINTIFF FOR SUMMARY JUDGMENT 
The complaint in this action requests the Court to instruct the 
Plaintiff trustee as to whether or not the principal of the trust fund in 
its custody can be invaded. This cause came on for hearing on April 8, 
1959 upon the motions for summary judgment filed by Defendant and 
Plaintiff, and upon consideration of said motions, the pleadings, memo- 
randa, exhibits, and oral argument of counsel, it appears to the Court 
that there exists no genuine issue of any material fact; and it is by the 
Court this 5th day of May, 1959, | 
ORDERED, ADJUDGED AND DECREED that the motion of Plain- 
tiff, The Riggs National Bank of Washington, D. C., successor trustee 
of said trust fund, be and the same is hereby granted, and that the 
motion of Defendant, Teachers Annuity and Aid Association of the Dis- 
trict of Columbia, be and the same is hereby denied, and it is 
FURTHER ORDERED, ADJUDGED AND DECREED that the Plain- 
tiff be, and hereby is instructed to maintain intact the corpus of: said 
trust fund and permit no invasion thereof by Defendant, | ts Board of 
Trustees, or its membership, and it is 
FURTHER ORDERED, ADJUDGED AND DECREED that no judg- 
ment for costs of this action be entered against Defendant, and that 
jurisdiction of this cause be retained for the sole purpose of determina- 
tion of reasonable counsel fees allowable to Plaintiff. 


/s/ John J. Sirica 
United States District Judge 


[Filed May 8, 1959] 
NOTICE OF APPEAL 


Notice is hereby given this 8th day of May, 1959, that the Teachers 
Annuity and Aid Association of the District of Columbia hereby appeals 
to the United States Court of Appeals for the District of Columbia Circuit 
from the Order of this Court entered on the 5th day of May, 1959, grant- 
ing the Motion for Summary Judgment of the plaintiff, The Riggs National 
Bank of Washington, D. C., and denying the Motion for Summary Judg- 
ment of the defendant, Teachers Annuity and Aid Association of the Dis- 


trict of Columbia. 


WILKES & ARTIS 

/s/ James C. Wilkes 

/s/ Harvey H. Holland, Jr. 
/s/ Allen Jones, Jr. 


Attorneys for Teachers Annuity 
and Aid Association of the District 
of Columbia 
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TRACHERS ANNUITY AND AID ASSOCIATION va 
OF THE DISTRICT OF COLUMBIA, a corporati 
Appellant, 
Ve 
THE RIO0S NATIONAL BANK OF WASHINGTON, 
PRE, SUCCESSOR BY CONBOLIDATION 
Hi since CORPORATION OF a Srraioe oF 
COLUMBIA, TRUSTEE. 
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This ie an eppeal from an order of the United States Distsict Court 
for the District of Columbia granting the motion for summary judgment of 
the appellee, the Rigge National Bank of Washington, D. C., trustee, which 
order was entered on May 5, 1959 ( )» The appellee, plaintiff below, 
filed ite "Complaint By Trustee Por Court Instructions As To Ite Rights 
And Duties" in the lower Court and jurisdiction therein was based on District 
of Columbia Code, 1951 Bd. Sec. Ll-301, et seq. and upon Title 26, gee. LO, 
Us 8. Code ( )- Motdee of appeal was filed Mey 6, 1959, ( 

Suriediction of this Court is based on 26 0.8.0. Sec. 1291. 
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1. The question is whether the appellant, a mutual benefit asseciation 
of public schocl teachers formed to provide retiremmt anmities to its 
menbers, created an irrevocable trust with its funds in 1928 or whether 
the appellant Association created an arrangement which it hed a right to 
modify later, as it did in 1957, by increasing the ammuity benefits to its 
| members, utilising partially the eccumlated funds of the Associsticn 
(corpus) to pay such annuities. 


2. The question is whether certain provisions which were placed 
| dn the Constitution of the appellant Association for the first time on the 
occasion of the Constitution's revision in 1926 and which provided for the 
| oo of the income fron the acoumlated funte of the Association (after first 
paying prescribed anmuities to mmbers) for the benefit cf certain nonemesbers 
of the Association - nasely, a group described as the “white teachers of the 
public schools of the District of Columbia" - were invalid as being in 
violation of the basic purpose and object of the Association which was 
solely to benefit members and, accordingly, were no tar to the action 
| taken by the Association in 1957 to increase the annuity payments to 
ite menbers. 


| 
| 
| 


RY SAND! SOOO, RN SONS RT ee 


JURISDICTIONAL STATEMENT 26... ee ee ee 
STATINENT OF CAMB. tee ee cece 
STATROUNT OF POINTS 5... ee ee eee 
SWOURY OF ARENT 6. ee ee ee es 
ARGUMENT s : 


I. THE PROVISIONS OF THE TRUST INSTRUMENT OF 
1928 AND THE REVISED CONSTITUTION OF THE 
APPELLANT ASSOCIATION OF 1928 ESTABLISHED 
A TRUST ARRANGEMENT WHICH WAS SUBJECT TO 
REVISION AND MODIFICATION BY THE ASSOCIATION... . 


(a) Nature of Trust Agreement of 1928... os ee 


(bd) The 1926 trust Instrument Was 
Inseparably Tied to and Subject 
to the Constitution of the Appellant 
mcr and Further Revisias 
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(c) Revised Constitution of 1928 Was Expressly 
ren 


TI. THE REVISIONS SUBSEQUENTLY MADE BY THE 
ASSOCIATION IN 1931 IN ITS CONSTITUTION DID 
NOT CHANGE THE RIGHT OF THE ASSOCIATION TO 
FURTHER REVISE ITS CONSTITUTION AT A LATER DATE . « « 


(a) Nature of 1931 Revisions te | 
Constitution of Appellant ! 
Assotiation .. 2+ +2 ss sees ee eee 


(bv) The Appellant Association continued 
To Have the Right to Further Revise 
Its Constitution 2... 22sec ces eee 


ITI. THE PROVISION IN THE REVISED CONSTITUTIONS OF 1928 
AND 1931 RELATING TO THE USE OF THE INCOME OF THE 
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Peterson v. Gibson, 191 321. 365, 61 W.E. 127, 
Sk tra 636, 838, 8 am. St. St. Rep. MZ wwe cc vecccece 


- Matual Reserve Fund Life Association, 
126 | B.C 9T1, 36 S.E. 352, 126 NLC. we 
reer 55, 5h rR 605, 609, 83 an. 
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| SERA SESS 
179 Til. 3h0, $3 N-E. 620, 622, 70 Am. St. 


Rep. eseoeoeceeoveveveve782 © eeeeee ee ee 


Lodge Knights of Pythias v. Trebbve, 
179 Ill. 3h8, 53 WEB. 730, 732, 70 Am. 
St. Rep. 1203 3 ERA hOF 2 2 2 ee we eee 


TEITS AND TREATISES 


|| 38 am. Jur. hSl, Mutual Benefit Societies, Sec. 11 
36 An. Jur. L451, Mutual Benefit Societies, See. 12 
| 38 Am. Jur. 152, Mutual Benefit Societies, Sec. 13 


| 38 am. dure 456, 157, Mutual Benefit Societies, 
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38 am. Jur. 467, Mutual Benefit Societies, 


Sets Bode olone leiclevelalio wile «tele wsnleeleieite 
annotation 1TL AIR 8.2. ccc esc r reece ceces 
10 C.J 8. 252 Beneficial Associatios Sec. 1... ee ee eee 
10 C.J.8. 270, Beneficial Associations, Sec. 27 .. +--+ +e 


Vol. 13 Fletcher Cyclopedia Corporations p. 83 
(19h3 Revised Volume) - Sec. 5776 «2... 2 « covveee 
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STATEMENT OF THE CASE 

This is an appeal fron an order of the United States District Court 
for the District of Columbia, granting the motion for sumery judguent of 
appellee, The Riggs Rational Bank of Washington, D.C, The issues presented 
by that motion and by this appeal involve the right of the appellant 
Association, by its formel action in 1957, to increase the annuity payments 
to its members. These issues must be resolved primarily on the basis of 
the various docummts which appear in the background of the appellant 
Association. The facts and pertinent documents bearing on these issues 
are outlined below in the order of their occurrence. — 


(a) 21694 - In 189) there was no plan in existences providing retirenent 
benefits for the teachers of the public schools of the District 
of Colusbia who were no longer able to teach by reasm of old 
age or physical disability. To met this serious need a group 
of teachers in the District of Columbia public schools organised 
and formed a District of Columbia corporation, Teachers Annuity 
and Aid Association of the District of Columbia, the appellant. 
The Articles of Incorporation of appellant ( ) specifically 
stated the "business and cbjects" of the corporation as being 
the payment of ". . . annuities to retired and to permanently 
disabled teachers vho are mesbers of the Association « . .* 
(emphasis supplied) ( )- These Articles of Incorporation 
renain in effect today, the only change ever made therein was | 3 
the extension, in 191h, of the corporate life from twenty yeers | 4 
to perpetual. | | 

(>) 209h - original Constitution of the Teachers Annuity and Aid 
Association sfopted ( ). This Constitution conteined the sam 
statenent of the “objects” of the Association as is contained in — 
the Articles of Incorparation.. : 
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{e) 1920 - Fn a ng ee 
that teachers were no longer Joining defendant Association in 
the required numbers. 

1894 to 1928 - During these years several hundred public school: 
teachers joined defendant Association, were issued a formal 
certificate of membership ( ) and paid regular dues:4n an- 
ticipation of eventually receiving $600.00 of anmal retirenent 
benefits. . 

Jamary 21, 1926 - At their regular annual esting in 1926 the 
members of the appellant Association adopted a revised Constitution | 
closing the membership and establishing an arrangement for the 
deposit of the Association's accumlated funds in trust with the | 
Washington Loan and Trust Company (since succeeded to by The | 
Riggs National Benk of Washington, D. C., appellee) for management | 
and investment; under this arrangement the funds of the Association 
were to be controlled ty the Association through the provisions 
of its Constitution. In revising the “onstitutin of the 
Association the members voting at the 1926 meeting added an 
entirely new provision to the Constitution which had not been 
contained in the original “onstitution of the Association. This 
new provision provided that after the Association hed fully 
satisfied its annuity-psyment obligation to its members then 

the income from the accamlated funds of the Association deposited 
with the trustes bank was to be used, at the discretion of the 
Board of Trustees of the Association, for the benefit of a 

group described as the “white teachers of the public schools of 
the District of Colunbia". The revised Constitution ef 1926 ws 
expressly subject to anendment under Article Ir { ) as ws the 


BEST COPY ‘AUAILABLE 
from the original bound volume 
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(£2) June 26, 1928 - A Declaration of Trust ( ) was executed, with 
the appellant Association as donor and the Washington Loan and 
frust Company (new Riggs Wational Bank) as trustee, under which | 
trust the funds of the Association were deposited with the trv 
bank for management and investment; the trust to be administered 
in accordance with the provisions of the Constitution of the 
Association then in effect (of January 1926) and in accordance 
with future revisions of the Constitution, 

1932 ~ The Constitution of defendant Association was again revised ee 
by ite members, the principal revision consisted of reduéing the ; 
governing body of the Association to a selfeperpetuating board of 
trustees; this Constitution was silent insofar as the procedure 

to be followed for further amendment. 

(h) May 18, 1933 - An dnetrunent entitled "Ratification and Confirmatic 
was obtained by the trustee-bank from the Association whieh had the 77 : 
effect of ratifying the trust arrangement as created in 1928 (by | 
the trust agreement of 1928 and the revised Constitution of hig 
appellant of 1928) and demonstrated that the appellant Association ee 
continued to maintain control of the disposition of its funds q 
in the hands of the trusteesbank. 

(4) June 1987 - Over the years pricr to 1957 the number of menbero 
amnuitants of appellant had steadily decreased (now 15) and the 
reneining meanders were receiving only a mager annuity payment 
(averaging $6.33 per month) from the Association. These mombers 
of appellent, ranging in.age from 7) to 93, are in considerable 
need of financial assistance to pay for mibsistence and medical 
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care ( )o Xt was under these circumstances that the appellant 
Association in 1957 (by unanimous action of its Board of Trustees 
and 100 per cent of ite members) again took form action to 
revise ite Constitution; this Constitution provided for the 
dnerease of snnuity payments to members to $50.00 per month, 
totaling 9600.00 per year (the anount anticipated by the originel 
Constitution), such annuities to be paid from income and to the 
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extent that the income is insufficient to then pay the seme from 
the accumulated funde of the Association deposited with the 
appellee trustee as corpus. 

(9) The appellee, as trustee, raised & question with respect to the | 
aforementioned action by the Association in sune 1957 and by its 
complaint ( ) sought the instruction of the lower Court there 
The lower Court in granting the motion of appellee for summary 
judgment, held that the appellant had by ites action in 1928 


ea 


created an irrevocable trust and that the menbers did not have 
the right to take the action they did in 1987 ( )e 


STATEMENT OF POINTS 


1. The lower Court erred in grenting the appellee's motion for su 
Sudgnent. 

2. The lower Court erred in ruling that it was the intention of the 
appellant in 1926 te create an 4yvrevecedle trust with its funds. 


3. The lower Court erred in ruling that the appellant did net have 
the right to take the action it did in 1957 to increase the annuity benefits ae 
to its menbders. 
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IY. Om the basis of the facte and documents presented the lower 
Court ghould have ruled, as a matter of lew, that the appellant Association 


did not by the trust agreonant of June 1926 and the revised Constitutions 
of the Assootation of 1926 and 1931 create an irrevoosble trust with its 
acoumtated funds but rather! qrented a trust arrangenent which wae tied to 
and subject to being administered in accordance with the provisions of the 
Constitution of the Association as it might, from tine to time, be amnded 
or revised by the Association, Accordingly, the appellant Association was 
entitled to further revise its Constitution, as it did in 1957, so as to ine 
crease the annuity benefits to ite members using income and then, to the 
extent required, corpus to pay the sane and it wae the duty of the appellee, _ 
as trustee, to administer the funds of the Association in accordance with 
euch revised Constitution. 


{ 


IX. Reference is made to the provisions which were placed in the 
Constitution of the appellant Agsociation for the first time in 1928, which 
provisions provided for the use of the income from the accumulated funds of 
the Association which were deposited with appellee, es trustee, first for | 
the payment of annuity benefits to members and thereafter to use such income 
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for the benefit of nonememberes of the Association, namely "white teachers 

of the public schools of the District of Columbia" who, in the discretion 

of the Board of Trustees of the Association, were in need. Appellant 
contends that such provisions, like other provisions of the Constitution, 
were subject to modification or amendment by the Association. To the extent, 
however, that such provisions relating to “white teachers", etc., might be 
construed as irrevocably comaitting the funde of the Association to a purpose 
benefiting persons who are not members of the association such provisions 
would be invalid as being beyond and in vidlation of the original purpose 

and object of the appellant corporation ae expressed in ite Articles of 
Incorporation and, accordingly, they were no bar to the action taken by 

the Association in 1957 to increase the annuity payments to its members. 


@ 
= 
a 
2) 
< 
op 
a 
5 
8 
m 


ARGUMENT 
I. 
THE PROVISIONS OF THE TRUST INSTRUMENT OF 
1928 AND THE REVISED CONSTITUTION OF THE 
APPELLANT ASSOCIATION OF 1926 ESTABLISHED 


A TRUST ARRANGEMENT WHICH WAS SUBJECT TO 
REVISION AND MODIFICATION BY THE ASSOCIATION. 


(a) Mature of Trust Agreement of 1926 
The Trust Agreement of June 1928, ( ) under which appellant is 
the donor and the predecessor of appellee was the trustee, standing aloe, 
does no more than provide for the deposit of the Association's funds with the | 
trustee bank for an indefinite period and the management and investment of 


such funds by the bank, and not to provide the for which | 


the funds are to be used, the beneficiaries or the amounts to be expended, 
these substantial mtterse being expressly left to the control of the 
Association through the provisions of ite Constitution as such Constitution 
might from time to time be revised by the Association. The same trust 
Anstrumeth has been unaltered and is in effect today ae the one under which 
the trustee must administer the funde of the defendant Association. 


The following excerpts from the Trust Agreement of June 1928 ( 
show that the trust instrument itself was entirely subject to and could be 
administered only with reference to and in accordance with the provisions of 
the Constitution of the Association then in effect and in accordance with 
future revisions of such Constitutions and further, such excerpts show that 
the trust instrument anticipated and expressly provided for future revisions 
in the Association's Constitution to which the Trust Agreement is tied 
(emphasis in such excerpts supplied). 

(1) The trust instrument ( ) throughout ite paragraphs makes 
frequent references over to various articles of the revised 
Conatitution of the Association as adopted by its Members in 
January 1928 ( )e 
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(2) The trust instrument ot ite th paragraph recites: 


"Whereas a copy of the revised Constitution 
aforesaid of donor which ie hereby referred to 
and made a part hereof and for identification 
gigned by the Recording Secretary of donor on 
ite behalf, ie hereto attached and shall be 
treated as the Constitution now in rs 

° that 


such Constitution shall remain in fores until 
notified officially by donor." ( ) Fico eaaind 


(3) The Tth paragraph of the trust authorises the trustee to 
"disperse funds of the ‘annuity fund’ wpon written order 
and direction of . . ." designated officers of the donw 
Association in accordance with specified provisions of the 
revised Constitution of the Association. ( ) 

(4) The trust instrument at page 3, llth paragraph, provides: 


“JN FURTHER TRUST, should ‘trustee be required 

under future revision of the said revised 
pertorm any 0 

Services than herein expresely mentioned or 

referred to in the management of the "trust 

fund" and the receipt and disbursement of 

income therefrom and in the receipt and dig- 

bursement of funds of the "annuity fund" trustee 

ehall be guided such future revision 
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vision of 
(5) The 12th paragraph of the trust provides for semi-annual 
statements by the trustee to the donor Association" .. . 
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showing receipts and disbursements of assets of the ‘trust fund! 

(corpus) and also receipts and disbursements of assets of the 

tannuity fund’ 3" ( )e 

Page 4, uth paragraph of the trust provides that "donor 

shall annually, after the election of its officers notify 
trustee officially of euch officers, furnishing their names 

and also specimen of their signatures." ( ) 

Page 1, 16th paragraph of the trust in dealing with the 
trustee!'s compensation expressly anticipates the possibility 
that the corpus of the trust might be distributed at some 
future time, said paragraph providing ". . . and to a further 
_fee of three (3) per cent of the of the itrust funie 
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any manner whatsoever." ( ) 


(e) reins Peatiee te ef 1928 was 


The revised Constitution of 1926 of the defendant Association 

( ) to which the 1926 trust agreement is tied, under Artiple XY of the 
Constitution ( )» was expressly subject to amendment. This anendment 
provision was identical with that contained inthe original Constitution 

of the Association in Article XII ( ). Accordingly, every provision 

of the Constitution of the Association, to which the trust was tied, was 
subject to amendment by action of the members. That right to amend inc 

the right to amend or revise those provisions of the Constitution which pre. 
vided the manner ‘in which the funds of the Association were to be expended 
(namely, the expenditure of income to pay first the annuities to members 

of the Association od thereafter, as provided for the first time in the 
1928 Constitution, to use such income for the benefit of "white teachers of = 
the public schools of the District of Columbia" in the discretion of the 
Board of Trustees of the Association). 


TI. 
THE REVISIONS SUBSEQUENTLY MADE BY THE 
ASSOCIATION IN 1931 IN ITS CONSTITUTION DID 


NOt CHAMJE THE RIOHT OF THE ASSOCIATION TO 
PURTHER REVISE ITS CONSTITUTION AT A LATER DATE 


(a) Nature of 1931 Revisions to 
enetivatten of Kppeliant 
on 


The first revision of the Association's Constitution following the 
creation of the trust arrangement in 1926 and as contemplated by the terns 
of the trust was made by the Association in 1931 ( )e The principal 
effect of the 1931 revision was to simplify the administrative work of the 
Association by placing the active management of the affairs of the defendant 
corporation in the hands of a self-perpetuating board of trustees. The 
1931 revision of the Constitution was silent insofar as any express proviei 
containing the procedure to be followed in mking any future revisions or 
anendments to the Constitution. It ie significant to note that the action 
taken by the Association in 1928 and 1931 lacked the approval of all the 
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nenvere of the Association ( )e In contrast to thie the action taken 
in 1987 by the Association was by the unanimous approval of the Beard of 
Trustees and 100 per cent of the menbders ( ). 
(0) Pho Appertant ontinved 

Following the 1931 revision of the Constitution, the defendent 
Association continued in all respects to exist ad, as a matter of law, its 
mendera continued to have a right to vote and the right to make further ; 
revision of or anenduent to the Constitution of the Assooiation, which rights |. 
are inherent and continuing. The fact that the 1931 Constitution was silent 
regarding amending procedure did not affect the right of the Association to 
further amend as it did in 1957. The following points and authorities 
support this position; (emphasis therein supplied) 

(1) With respect to the nature of the ducument designated the 
"constitution" of the appellant Association such Constitution, 
to which the 1926 trust is tied, contains the working rules of 
the Association and serves as its by-laws. 

38 Am. Jur. 151 Mutual Benefit Societies # 12 Constitution. 
". . he constitution of an asseciation of thie nature, 


whether incorporated or not, ie in no sense a charter or a 
part thereof unless it is embodied therein, but ne 


% 
a code of laws adopted by the association, which in legal . 
effect are virtually n more or less t = ‘ 

an e 
Annotation in 171 AIR at page 6¢ 


Generally speaking, the power of amendment being essential 
to the continued existence and well-being of every legal 
entity, the right of mutual benefit societies to alter, 
amend, or repeal their by-laws, end to enact others, con- 
eistent with the purpose for which they are organised, is 
universally recognised as being inherent and continuous 

for all proper objects." 


10 638 270, 8 29 ~ Alteration by Amendment, Re or Further 
Enactaent. 


“An unincorporated association has inherent power to alter 
ites articles of association, and, likewise, an association, | 
whether ine ted or unincorporated, hae inherent poe. 

to alter } ution and by-lawa, either by an e | | 
or a repeal of existing rules, or by the enactaent of 
e@ditional rules . . »" 
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Supreme Lodge Knights of Pythias v. Kutecher 179 r11. 340, 

53 NB. 620, 622, 70 Am. St. Rep. 115. (The Knights of Pythias 
wae incorporated in 1670 under the laws of the District of 
Columbia, as wee the present defendant, Teachers Annuity and 
Aid Association). In ruling upon an amendment to the organi 
sations's constitution, which amendment related to the mutual 
4neurance plan provided for ite members, the Supreme Court of 
Tllincis stated: 


"The constitution was no part of the charter of the core 
poration, and was but a by-law under enother name, and 
could not take from the lawfully constituted authorities 
the power inherent in it as a corporate body to adopt, 
from time to time, such other by-laws ae ite charter 
permitted and ite necessities required. The same body that 
enacted the by-laws called the "constitution", had the power 
to alter, amend or repeal them, and to do so fn any lawful 
manner, The majority of the corporate authorities cannot 
at any one meeting pass a by-law taking away from their 
successors, acting within the charter and by a majority, 
the power to repeal or amend the by-laws of the corporation 
or to enact new mes," 


38 Am, Jur, 156, 8 19 Generally; Power of Amendment or Repeal. 


"Obviously, in the absence of statutory authorisation, 
an incorporated association possesses no power to amend its 
gharter and is dependent upon the will of the legislature 
tar any changes it may desire therein, With respect to its 
constitution, however, an incorporated association possesses 
the power of amendnent,\as an attribute of its corporate 
Consequently, with the exception of rights vested 
thereunder, its constitution may be altered, abrogated, or 
repealed by the power which adopted it unless some higher 
rule restrains or prohibite a change or repeal, and members 
of such sesociations, whether incorporated or not, are bound 
by amendments and additions to the constitution, when 
adopted in accordance'with existing rules, even though they 
vote against the changes so made. If a new and complete 
constitution is duly adopted by a benefit society it super 
gedes all’ portions of former constitutions which are not 
embodied therein. 
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"As the power of amendment is essential. to their 
continued existence and wellebeing, the right of mutual 
benefit societies to alter, amend ‘ heir 


ene: y speaking, vs auvac 
to make byelaws may change, amend, or repeal those 
already in existence at any regular meeting, subject to such 
restrictions as may have been imposed by the fundamental 
law of the organisation," 
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98 Aw. Jur. 152 ~ Mutual penefit Societies § 13. 


®. « « Although the power to enact by-laws ie sometines 
expressly conferred upon incorporated associations, it is 
by no means necessary; for the right to make by~lawe is 
dineidentel to the existence of a body corporate, and is 

t therein, Where the pover to enact by-laws 16 not 

tution, articles of association or 

charter, in a select body, it resides in the monbders as a 
whole and is to be exercised by a mejority thereof. eee 


“The power to enact by-laws is continuous, residing in all 
reguler mectings of the society so long as it existe, Any 


a previous meeting 
le acts or e 
ea ° a byelaw requirin 
thirds vote of members present to alter or anend 
the society my itself be altered, amended, or re 
seme power vhich enacted it.” 
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In the case of Peterson v. Gibson, 191 X11. 365, 61 NE 127, 
Surn0836, 638, 65 Am. St. Rep. %3, dealing with the right of 
a mutual aid society, which provided death benefits for its 
manbers, to amend its constitution, the Court stated: 


“ag before remarked, that which is called the oostitution 
of the association is but a code of by-laws adopted by the 
association. The association had inherent power to enact 
by-laws consistent with the provieions of the enactment 
under which it was organiged, and not repugnant to the con- 
~ geitution of the state of Illinois, and to alter and amend 
each Ls he The 4neorporated in the code called 
on, relative to ameniments and changes in such | © 
code, did not confer upon the association the right or power 4 
to make such amendments or changes. The association possessed 
that as an attribute of its ¢ a « ' 
no other effect 


C 

than to declare the node of manner of exercising the power 

of amendment possessed by the association, vise, r8 

majority of twoethirds of all menbers present at @ annual 

meetin f the section had been wholly omitted from the 
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(2) Two years after the 1931 revision of the Constitution a document 
entitled "Ratification and Confirmation", dated May 16, 1933 
( }, was obtained by the trustee-bank from the Association 
which document had the effect of ratifying and confirming the 
trust arrangement as created in 1926 (by the trust agreement of 
Sune 1926, and the revised Constitution of the Association of 
January 1926) end shows that in 1933 the Association, as a 
eoparate corporation, was continuing througli the provisions of 
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Ate Constitution to maintain complete ootrol of the disposition 
of and the disbursement of ite funds which were being held by the 
plaintiff trustee for investment. This is apparent from the 
mRatifiowtion and Confirmation"-instrument of May 18, 199) 
which provided: 
“phat the said The Washington Lean and Trust Company, 
Trustee, is hereby, authorised and directed, (1) to make 
payments to atmitants and/or beneficiaries as 
be designated in writ by the du authe 11003 


(3) The certificate ( ) which was issued to each menber of the 


Association sets forth in considerable detail the entitlement 
of the member, including that to an annuity up to $600.00 per 
annum, end expressly anticipates and provides for changes in the 
laws of the Association which might be mde in the future by 


the members. Those certificates, which the members continue 
to hold today, provide 


%. « Bolt is also oweteely understood and agreed that 
this Certificate and the ract with bay Neg: Sua gd 
shanges bj . 
bp and that the sai< 
accepting thie Certificat een to be bound by the 
terms of this Certificate and the laws of the Association as 


they now exist, or if the terms hereof or the lawe of the 
Association shall be changed b: 


the membership in any wy, 
then he agrees to be su ast h they 
his bai 4ncorporated herein.” (en @ supplied 


Inasmch as the members of the Association continued, after 1928 and 
after 1931, to have the right to further revise or amend the Constitution 


of the Association, the trust arrangement, which was tied to and wholly 
dependent upon said Constitution, continued to be subject to modification 
to the extent that the Association might from time to time revise its Con- 
stitution. Accordingly, the lower Court dhould have instructed the appellee 
teustee to administer the trust in accordance with the revised Constitution 
of 1957 ae fermlly adopted by the appellant Association by the unanimous 


action of ite board of trustees and by the action of 100 per cent of ite 
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Particular reference is made to the provision which was placed in the 
Constitution of the Association for the first time on the occasion of the 
revision thereof in January 1926, and which provided firet for the applieg 
cation of the incom fron the trust fund toward the payment of anmities to 
members, within the restrictions then existing in the Constitution, and 


thereafter to use such income “for the benefit of the white teachers of the 


public schools of the District of Columbia for such purposes and in such 
manner as ite board of trustees (of the Association) shell direct." ( ) 
on thie point the appellant Association states ae follows: 

(a) An examination of the revised Constitution of June 1957 ( 
will show that no change ws mde in 1987 in the provisions relating to 
tynite teachers of the public schools . » o*, ete., as such provisions were 
— placed in the Constitution in 1928 and as repeated, with miner modification, 
in the revised Constitution of 1931. If, for example, all of the remaining 


members should die or be killed in the near future, the aforementioned pros 


vision for the "white teachers", etc., would be operative as to any amounts 


of corpus still held by the trustee. 

(b) To the extent that the revisions of the Constitution of 1957 may ; 
indirectly affect the aforenentioned provisions relating to the group 
ddentified as "white teachers” by utilising funds from the "trust fund" to 
pay the increased annuities to members, those provisions of the Constitution 
of the Assocation, like every other provision, were subject to notification 
or anendment by the Association on the grounds hereinbefore given, Detailed 
consideration of the continuing right of the Assooiation to amend its 
Constitution is covered in sections I and It of the Argument. It is pare 
ticularly significant to note that the provisions relating to "white teachere® 
eto., are contained only in the revieed constitutions of the Association end 
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do not appear in the trust instrument itself, 

(0) To whatever extent the provisions relating to "vnite teachers", 
eto., (as placed in the Constitution in 1926) might be construed an irrevoced 
comaitting the funds of the Association to a purpose benefiting persone 
who are not members of the Asscoiation, such provisions would be invelid 
and unenforceable as be d and in violation of the inal | e 
and object of the corporation. 

(1) ‘The original Articles of Incorporation of the defendant Assootation| # 

( __)p» whieh remains in effect today, contain a statement of 
the object of the corporation as follows; 

formtion and accrual of a fund for the allowance of 

vino are manbers of the Association, by nana of « stipulated 

Seller Foe liter ueesest Vecsey 
The original Constitution of the Association ( ) at Article 
IX contains essentially the same statement of the corporation's 
"object". Under that corporate "object" the funds of the 
Association are to be used solely for the benefit of the "members" 
eof the Association. It was the original object and purpose 
of the Association as organised and ae it went into business to 
provide annuity benefits for the members who joined and who made 
periodic payments into the funds of the Association in reliance 
thereon and in anticipation of eventually realising annuity 


payments of $600.00 a year when they became too old or physically 
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unable to teach. It was a business arrangement on & mutual cone 
tribution basie and was devoid of any "charitable" pur pose. 


There ie an essential difference, in legal effect, between the 
association or society wherein the members pay for the benefite 
received (as ie the case with the appellant Agseciation) and 
the society which is solely charitable, 
10 CoS Be 292 Beneficial Associations § 1 - Definitions 
"A beneficial association hes been defined as a voluntary 


association for mutual assistance in time of need and sick= 
nese, end for the care of families of deceased members . + « 


recente: TTL S BEY en Bi ae ee 
s ee iss vd . ; 
» v 


, aif between a t 
society and a beneficial association, in the strict 

of those terme, in that the formr hee for ite object 

the conferring of benefits without requiring en equivalent 
from the one benefited 
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The funds of the Aasociation could be used only for the benefit 
of contributing members and any action committing such funds to 
complete strangers to the Association (namely, the parties 
referwed to as "white teachers of public schools,” eto.) violated 
its fundamental "purpose" and “object” and eas unenforceable as 
ultra vires. This is a basic principle of corporate law as is 
shown by the following authorities (emphasis therein supplied) +s 


38 Am. Jur. 151 Mutual Benefit Societies & 11 Charter & 
Articles of Incorporation. 


"The charter of an incorporated mutual benefit society is 
the basie of its organic law, and such societies, like 
all other corporations, have only such power as ie em~ 
bi ha BS cg them by A pot yin: re or 4 statutes under 

y are created, expresaly or by implication 
to enable them to carry out the objects of their creation, 
ae the exercise of a power beyond these is an ultra vires 
acte 


To have a binding effect an anendment or change of byslaws by a 


eunyon pune rouySs0 out Os 


watual benefit association must be in conformity with the 
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essential object of the creation of the association. 36 Am. 
Jur. 1573 Strauss v. Mutual Reserve Fund Life Agsociation, 1% 


NeCo 971, 36 SE. 352, 128 N.C. 165, 39 S.E. 55, Sh LRA 605, 
609, 83 Am. St. Reps 699. 


38 Am, Jur. 167, Sec. 33. 


"The rules applicable to corporate contracts generally 
which are ultra vires have been applied in the dase of 
Mutual Benefit Societies." 


Vol. 13 Fletoher Cyclopedia Corporations p. 83 (193 Revised 
Volume) ~ Seo. 5776. 


"Tf there ie no statute or charter provision authorising 
the amendment by a majority or a certain per cent of the 

atock, soecalled "fundamental" or "radical" or "material" 
the decisions generally using one or more of these vords - 
anendments of the charter cannot be made or accepted 


by 
a majority of the stockholders so as to bind the minority. . 
Moreover, the mere fact that a fundamental alteration in 


es 


pora or 
accept it again can it 
make any differe 

and for what they 


(2) The remaining menbers of the Association, ranging in age from 


Seventy-four (7) to Ninety-three (93) and averaging over 
Bighty-two (682), and many of which are in considerable need of 
financial assistance to pay for subsistence and medical care 

( )» recognised that circumstances required a further re- 
vision of the Constitution. These members, who were receiving 
only an averege of #6.33 @ month as an annuity payment from the 
fonds of the Association could see the time when their accumlated: 
funds amounting to approximately $135,000.00, into which they had 
paid through many years, would be carried over beyond their 
lives for the potential use and benefit of complete strangers 

to the Association (namely, the group described as “white 
teachers of the Public Schools of the District of Columbia"). 
accordingly, by ite action in June 1957, in providing for the 
dnoreace in annuity payments to the "members" to $50.00 per 

month or $600.00 per year (as anticipated by the original Con~- 
stitution of the Association), to be paid first from income and 
then, to the extent required, from corpus, the Association was 
acting in keeping with and in fulfillment of its original purpose 
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and object. 


CONCLUSION 
Appellant submits that on the basis of the facte presented and as 


a matter of law the lower Court ghould have held that there was no final end 
drrevocable comuitment of the funds of the appellant Association by the 
trust arrangenent created by the Association in 1928 or by the revision to 


Ate Constitution in 1932. The trust arrangement created by the Association 
4n 1928 was tied to and subject to the Constitution of the Asseciation which 
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Constitution was, in turn, subject to amendment and, accordingly, the tm 
arrangement was subject to later modification to the extent that the Rees 
Aesoctation revised or amended ite Constitution, The appellant Association) 
was entitled to revise ite Constitution as it did in 1957 (by the unanimous 
action of ite Board of Trustees and by 100 per cent of its members) to 


provide increased annuity benefits for its remaining menbers, a substantial 


funds of the Association (corpus), when required, to pay such annuities. thé 
appellee, which holds the funds of the Association as trustee, should have 
been instructed to administer the trust here involved in accordance with 

the revised Constitutio of the Association of 1957. 


Respectfully submitted, 


JAMES C, WILKES 
HARVEY H. HOLLAND, JR. 
ALLEN JONES, JR. 


500 Tower Building 
Washington 5, D. Ce 


Attorneys for Appellant 
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No. 15202 


TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA, a corporation 
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VSe 
THE RIGGS NATIONAL BANK OF WASHINGTON, 
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TO THE WASHINGTON LOAN AND TRUST COMPANY, 
A BANKING CORPORATION OF THE DISTRICT OF 
COLUMBIA, TRUSTEE. 


Appellee. 
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served a typewritten copy of the attached brief of appellant on Frederick 


Me Bradley, Esquire, counsel for appellee, Colorado Building, Washington, 


D. Ce, on the 2 Sey of July, 1959. 


The undersigned further certifies, in compliance with Rule 18(d) 


of the rules of this Court that a copy of the attached typewritten brief 
has been placed in the hands of the printer, Robert I. Thiel, and that no 
changes in the brief to be filed in printed form will be made, except for 
minor changes or corrections. A statement of any such changes or corrections 
will be served on appellee and filed with the printed brief, 
ae X~ ew, — Z re: Ces g 
arvey H. Hollarjd, Jr. 7 
/) Wttptney for Appellant 
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Washington, D. C. 
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Tue Rices Nationa Bank or Wasuinerton, D. C., Trustee, 
Successor By Consonmpation ro THE WasHrneron Loan 
anp Trust Company, A BaNKinG CorPORATION OF THE 
Disreicr or Cotumsm, Trustez, Appellee. 
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QUESTIONS PRESENTED 


1. Whether the appellant, in creating a trust fund which 
the terms of the creating instruments made perpetual, 
and regarding which no power of invasion was reserved, 
can invade the corpus of this fund and thereby destroy 
the interests of ultimate charitable beneficiaries. 


2. Whether the doctrine of ultra vires is available to 


appellant, when its action in alienating the trust corpus 
was not criminal, does not adversely affect the rights of 
the public or of creditors, and was ratified by its member- 
ship in 1928 and 1931. 


Questions PRESENTED 
CoUNTERSTATEMENT OF THE CASE 
Summary or ARGUMENT 


ARGUMENT 


I. Neither The Declaration of Trust Nor the Con- 
stitution Of 1928 Reserved To Appellant The 
Power To Invade The Trust Fund 


II. The Trust Fund Has Ultimate Charitable Bene- 
ficiaries Whose Interest Cannot Be Decreased 
Or Extinguished By An Invasion Of The Trust 


III. Appellant May Not Assert That Its Action In 
Making Trust Fund Income Available For The 


Relief OF Nonmember Beneficiaries Was Ultra 


ConcLusion 


TasLE oF CASES 


Bunten v. American Security & Trust Co., 25 App. D.C. 
226 (1905) 

Commissioner v. Guitar Trust Estate, 72 F.2d 544 (5th 
Cir. 1934) 

Futurity paca Corp. v. Passaic Nat’! Bank & Trust 
Co., 2 N.J. Super. 175, 62 A.2d 706 (1953) 

Galliher v. Caldwell, on U.S. 368 (189: 

Hurt v. Gilmer, 59 App. D .C. 282, 40 F. 3 794 (1930) . 

Laudell v. Northern Pac. Ry., 122 F. Supp. 253 (D.D. C. 

' 1954), aff’d., 96 U.S. App. D.C. 24, 223 F. 2d 316, 
cert. denied, 350 U.S. 844 (1955) 

MacQueen v. Dollar Sav. Bank Co., 133 Ohio St. 579, 
15 N.B. 2d 529 (1938) 

Order of Railroad Telegraphers v. Railway Express 
Agency, Inc., 321 U.S. 342 (1944) 


Index Continued 


Page 
A. P. Smith Mfg. Co. v. Barlow, 13 N.J. 145, 98 A. 2d 
581, appeal dismissed, 346 U.S. 861 (1953) 
Tryson v. Southern Realty Co., 51 App. D.C. 55, 274 
Fed. 135 (1921) 
Whitney v. Wyman, 101 U.S. 1050 (1880) 


MiscELLANEOUS 


Bogert, Trusts and Trustees (1948) 7 
Scott, Trusts (2d ed. 1956) 7, 11, 12 


IN THE 


United States Court of Appeals 


For rae District or CouumBira Cincuir 


No. 15,202 


—_———_—— 


TracHers ANNUITY aND AID ASSOCIATION OF THE 
Disraicr or CoLumsi, a corporation, Appellant, 


Vv. 


Te Riccs Nationa, Bank or Wasuineron, D. C., TRUsTEE, 
Successor By Consotmation to THE WasHineton Loan 
anp Trust Company, A BANKING CoRPORATION OF THE 
Disraicr or Cotumsra, Taustez, Appellee. 


Appeal from Order of the United States District Court 
for the District of Columbia 


—— 


BRIEF FOR APPELLEE 


_—_— 


COUNTERSTATEMENT OF THE CASE 


- This is an appeal from an order of the United States 
District Court for the District of Columbia granting ap- 
pellee’s motion for summary judgment and denying appel- 
lant’s similar motion. The order was entered May 5, 1959, 
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there appearing to the Court to be no genuine issue of 
any material fact. (J.A. 61) 


Appellant is an Association of public school teachers of 
the District of Columbia, founded in 18%. Its object, as 
set forth in its original Constitution, is 


'to provide and furnish pecuniary aid . . . to such of 
its members as shall be incapacitated for teaching in 
the public schools of the District of Columbia, . . . 
in such manner and upon such terms and conditions as 
the said Association by its constitution and by-laws 
shall prescribe; and also to receive, hold and expend, 
‘in such manner as the donors may designate, donations 
-of money for the aid of other teachers not herein- 
before provided for. (J.A. 44-45) 


On January 21, 1928, appellant’s members duly adopted 
a revised Constitution which provided, in its pertinent 
portions, that: 


1. The Association’s funds were to be divided into two 


parts. The first part, the ‘‘trust fund’’, composed of 
$121,500, was to be deposited with appellee’s predecessor, 
The Washington Loan and Trust Company, as trustee. 
Income from the trust fund and dues of members made up 
the second part, entitled the ‘‘annuity fund’’. (J.A. 12) 


2. In accordance with the provisions of the Constitution, 
thei trust fund was to be held in perpetuity by the trustee, 
which was given power to manage, control, and invest it 
(J.A. 12). No provisions were made for disbursements 
from the corpus of this fund. The annuity fund, on the 
other hand, was to be used to pay annuities, death benefits 
and other expenses. Disbursements from the annuity 
fund were to be made by the trustee or its successor 
upon written order of an officer of the Association (J.A. 
12). The Constitution specifically provided that no annuity 
should exceed $600 per year, but that if the annuity fund 
were insufficient, payment of any lesser amount was to be 


considered as full settlement of all claims to date of pay- 
ment (J.A. 13). 


3. Further provision was made that when all annuitants 
received their payments, the surplus of the annuity fund 
was to be used ‘‘for relief or benefit of the white teachers 
of the public schools of the District of Columbia’’ as the 
Association’s Board of Trustees should direct (J.A. 12). 
This charitable purpose was made more explicit in the 
1931 Constitution by providing for relief of such of the 
above group as ‘‘may be permanently or temporarily in- 
capacitated either mentally or physically in such manner 
as the Board of Trustees shall direct.”? (J.A. 22) 


The trust instrument itself (J.A. 14-18), dated June 26, 
1928, carried out the constitutional provisions, establishing 
a “‘trust fund’? to be held perpetually by the trustee (J.A. 
15) and an ‘‘annuity fund” from which disbursements 
were to be made (J.A. 16). The 1928 Constitution was 
made a part of the trust instrument (J.A. 15). The 


trustee was instructed that it should be guided by future 
constitutional revisions as to its management of the trust 
fund and receipt and disbursement of income therefrom, 
and as to payments into and from the annuity fund (J.A. 
16). No provisions were made either in the trust instru- 
ment or the Association’s Constitution for any invasion 
or disbursement of the trust fund corpus.’ 


| 1 The provision in the Declaration of Trust relating to the trustee’s future 
duties reads as follows: 


‘‘In FourtHer Trust, should trustee be required under any future 
revision of the said revised Constitution of donor to perform any other 
services than herein expressly mentioned or referred to in the management 
of the ‘trust fund’ and the receipt and disbursement of income there- 
from and in the receipt and disbursement of funds of the ‘annuity fund’ 
trustee shall be guided by any such future revision of said revised Con- 
stitution aforesaid, and further should trustee be required to perform 
any services now rendered by any of the officers of donor, such services 
shall be likewise rendered and performed pursuant to any such future 
revision of said revised Constitution of donor....’’ (J.A. 16) 
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The Association’s 1931 Constitution reaffirmed its dual 
purpose of first furnishing annuities to its members and 
secondly aiding nonmember public school teachers by use 
of trust income for those who ‘‘may be permanently or 
temporarily incapacitated either mentally or physically. 

.'.”? (J.A. 19). The Board of Trustees was made self- 
perpetuating, looking to the day when there would be no 
more annuitants and the trust fund would be used for 
its ultimate charitable purpose (J.A. 19-20, 30-31). The 
basic difference in the Association’s two funds was again 
demonstrated: the trust fund was to be held by the trustee 
‘tin perpetuity’? (J.-A. 21-22); the annuity fund was to 
be! disbursed ‘‘upon written direction of the executive 
committee’? (J.A. 22). The Constitution did not make 
provision for any future amendments thereto. Again, no 
mention was made of any possibility or power of the Asso- 
ciation to invade the trust fund corpus. The Board of 
Trustees was empowered only to ‘‘direct the disbursement 
of the annuity fund’’ (J.A. 20). 


In 1933, a document entitled ‘Ratification and Con- 
firmation’’ (J.A. 56-57) was presented by the Association 
to The Washington Loan and Trust Company as trustee, 
which affirmed the previously made trust agreement as well 
as all prior annuity and benefit payments. This document 
did not authorize any disbursements, past or future, from 
the trust fund.? 


No action was taken by the Association regarding pay- 
ments to annuitants or beneficiaries from 1933 until June 
1957. At that time the Board of Trustees and the remain- 
ing members attempted to amend the 1931 Constitution so 
that commencing July 1, 1957 each annuitant would receive 
$50.00 per month, and whenever the annuity fund was in- 


2The trustee was authorized and directed to make future payments to 
annuitants and/or beneficiaries as designated in writing by the Association’s 
authorized officers (J.A. 57). There was no indication whatsoever that this 
instrument was, or had the power to be, an alteration of the Declaration of 
Trust or the 1928 Constitution. 


i sufficient for payments the corpus of the trust fund should 
be invaded (J.A. 54). 


The trustee was informed of the Association’s action by 
iletter dated June 24, 1957 (J.A. 32-35). Trustee then filed 
a complaint in the Court below for instructions (J.A. 2-9). 
In due course cross motions for summary judgment were 
‘argued, judgment was rendered instructing plaintiff (J.A. 
61), and defendant filed notice of appeal (J.A. 62). 


SUMMARY OF ARGUMENT 


Appellant Association attempted in 1957 to require ap- 
pellee as trustee to invade the corpus of a trust fund by 
paying increased annuities to all Association members. 
‘Appellee declined to increase payments on the grounds that 
‘the trust, formed by the Association in 1928, was irrevo- 
cable, and sought instruction from this Court. 


The Court below correctly sustained appellee’s position 
that the corpus could not be disturbed. The 1928 Declara- 
‘tion of Trust neither expressly nor impliedly reserved a 
power of invasion. The Association’s Constitution of 1928, 
incorporated by reference into the trust instrument, ex- 
plicitly made the trust fund perpetual. The 1931 Consti- 
tution did likewise. The history of the fund shows a 
constant purpose to put its corpus beyond the reach of 
‘any Association member or governing body. Although the 
Association has power to amend its Constitution, it does 
not have power to recall property which no longer belongs 
to it. 


A settlor may not revoke or invade a trust if there are 
nonconsenting beneficiaries whose interests would be de- 
stroyed or decreased thereby. The trust in question spe- 
cifically names certain ultimate charitable beneficiaries. 
Their interest would be disturbed by any invasion of corpus. 
Therefore, the trustee’s duty is clear: it must preserve 
the fund for its ultimate use. 
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Nor may appellant claim that its action in designating 
these beneficiaries was ultra vires because benefit to them 
was outside its corporate objects. First, appellee asserts 
that this action was well within the Association’s purposes 
as defined in its original and subsequent Constitutions. 
Furthermore, even if the trust’s ultimate use could be 
construed to be outside the Association’s original object, 
the present state of the law allows a corporation broad 
powers to donate to charity even though not expressly 
given in the charter. 


Finally, the doctrine of ultra vires is not available to 
appellant in this situation because its action was not a 
crime, did not adversely affect the rights of the public 
or of creditors, and was ratified by its members. Also 
appellant is guilty of laches in that its claim to the fund 
could have been raised thirty years ago, and deceased 
members who should rightfully participate in any distribu- 
tion if they were alive cannot now do so. 


ARGUMENT 


Appellee maintains that the decision below was correct 
in sustaining its position as trustee that appellant Asso- 
ciation’s action in 1957 was invalid. By increasing pay- 
ments to $50.00 per month per annuitant, and authorizing 
the trustee to invade the trust fund corpus if necessary, 
appellant has jeopardized the interest of the ultimate 
charitable beneficiaries. This it cannot do, since the trust 
fund established in 1928 was irrevocable. 


NEITHER THE DECLARATION OF TRUST NOR THE CONSTITU- 
‘TION OF 1928 RESERVED TO APPELLANT THE POWER TO 
INVADE THE TRUST FUND. 


The trust agreement in question (J.A. 14-18) was made 
on June 26, 1928 between appellant and The Washington 
Loan and Trust Company which preceded appellee as 
trustee. Paragraph Two of this instrument, referring to 


certain portions of appellant’s 1928 Constitution, provided 
that: 


the sum of one hundred twenty-one thousand five 
hundred . . . dollars shall constitute the ‘‘trust fund’’, 
and... the said fund shall be held in perpetuity by 
the said The Washington Loan and Trust Company 
and its successor as trustee for the fund.... (J.A.15) 


Paragraph Three provided that income from the trust fund 
and dues of members would constitute an ‘‘annuity fund’’ 
(Ibid.). Disbursements from this fund were to be used 
to pay members’ annuities, death benefits, and other 
expenses. 


A basic rule of trust law is that a settlor may not 
revoke or modify a trust unless he expressly or impliedly 
- reserves this power in the instrument. Professor Scott 
says, 


Where .. . [the trust] is created inter vivos the 
settlor may terminate it by revoking it if he reserved 
a power of revocation. If he did not expressly or 
impliedly reserve a power of revocation, however, and 
if his failure... was not due to a mistake, he cannot 
revoke the trust, unless all of the beneficiaries are 
ascertained and are under no incapacity and consent 
to the revocation. Similarly the settlor cannot modify 
the terms of the trust if he did not reserve power to 
do so at the time of the creation of the trust. III Scorr, 
Trusts §329A, at 2391 (2d ed. 1956). 


See also Commissioner v. Guitar Trust Estate, 72 F. 2d 
544 (5th Cir. 1934); Bunten v. American Security & Trust 
Co., 25 App. D.C. 226 (1905) ; 4 Bocerr, Trusts & TRUSTEES 
$993, at 430 (1948). Also, where settlor creates a chari- 
table trust, but fails to reserve a power of modification, 
he has no power to compel deviation from the trust terms. 
IV Scorr, op. cit. § 367.2, at 2619. 
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The only reference in the trust instrument to future 
changes in the terms of the trust was made in Paragraph 
Bleven, set forth below in full: 


"Ly Forruer Trust, should trustee be required under 

any future revision of the said revised Constitution 
of donor to perform any other services than herein 
expressly mentioned or referred to in the management 
of the “‘trust fund’’ and the receipt and disbursement 
of income therefrom and in the receipt and disburse- 
ment of funds of the ‘‘annuity fund’? trustee shall be 
guided by any such future revision of said revised 
Constitution aforesaid, and further should trustee be 
required to perform any services now rendered by 
any of the officers of donor, such services shall be 
likewise rendered and performed pursuant to any such 
future revision of said revised Constitution of donor 
.... (J.-A. 16) (Emphasis added.) 


The Court will note that nowhere in this paragraph, nor, 
indeed, anywhere in the instrument, did the appellant- 


donor reserve a power to alter, amend, or invade the 
trust fund? The instrument speaks only of possible differ- 
ent ‘“‘services . . . in the management of the ‘trust fund’ 
and the receipt and disbursement of income therefrom.”’ 
It may reasonably be inferred that this reference simply 
means the normal services performed by a trustee, viz., 
management, sale and investment of assets, disbursement 
of income, etc. Conversely, as to the annuity fund, the 
paragraph specifically mentions constitutional changes 
which might affect receipt and disbursement of the fund 

3 Paragraph Sixteen (J.A. 17) does mention that appellee may take as a 
fee 3% of the trust fund corpus ‘‘if and when such corpus shall be dis- 
tributed by trustee in any manner whatsoever.’’ There is no explanation in 
the instrument of when such distribution might take place; since appellant’s 
vari as Constitutions call for continuation of the fand ‘‘in perpetuity,’’ as 
disensged below, this offhand reference cannot be taken as implying a power 
to invade. Nor can the requirement that trustee submit semi-annual state- 
ments to the Association (J.A. 16-17) of receipts and disbursements of trust 
fund assets. These are simply normal statements of any trustee which has 
the power to invest and reinvest the corpus informing those interested of 
changes in trust fund holdings. 
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, ttself. Therefore, appellee believes that appellant’s omis- 
. sion of any power to affect the trust corpus was a deliberate 
move to put the corpus out of its own reach. This belief 
: is borne out by the Constitutions of 1928 (J.A. 10-14) and 
1931 (J.A. 18-23). The former, specifically made a part of 
i the trust instrument by Paragraph Four thereof, says ‘‘The 
| trust fund shall be held in perpetuity by ... [the trustee] ’’ 
(Article VII, Section 3). The words of the 1931 Constitu- 
tion (Article VIII, Section 3) are identical. The 1931 
Constitution furthermore reduced the appellant’s govern- 
' ing body to a self-perpetuating Board of Trustees which 
: would exist long after all annuitants had been paid off 
and the trust fund had become completely charitable. 
: Neither Constitution mentioned any power whatsoever of 
i the governing body or membership to invade the trust 
corpus. 


Appellant claims that since the trust instrument was tied 
; to a Constitution which was subject to amendment, the 


: Association could control the manner in which all of its 
' ¢¢fynds ... were to be expended’’ (Brief for Appellant, 
' p. 9). It insistently overlooks, however, the existence of 
' two distinct funds. One of these the appellee may disburse 
' on order of the Association’s Board of Trustees. The 
other, however, neither appellee nor the appellant is free 
to touch. The trust fund’s entire history shows a clear 
' purpose to put it beyond the reach of any member or 
governing body. To infer a power to invade through the 
. Association’s power to amend its Constitution is incorrect. 
' Every constitution may be amended. But a corporate donor 
| may not demand the return of property transferred out 
of its reach. 


Another fact militates against the Association’s present 
desires. In 1946, a history of appellant was prepared by 
its president for the Board of Education. This document 
(J.A. 24-32), part of the Association’s official records, 
' points out that in 1928 there had been some clamor for 
immediate distribution of appellant’s funds. However, 
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the proponents of this scheme stilled their voices when it 
was decided that the Association owed a moral obligation 
to several groups, which could be discharged 
only . . . by continuing the work of the Association 
as a trust, and placing the money with a reliable trust 


company to manage investment and distribute the 
income... . (J.-A. 30) 


This was done at the 1928 Annual Meeting ‘“‘before the 
clamor for immediate distribution of the . .. Fund became 
too great or a suit entered for recovery of money paid 

. 2? (Ibid.) 


The same history indicates (J.A. 32) that the Association 
members were well aware, even in 1946, that few members 
would realize their full $600 annuity. 


rT 


THE TRUST FUND HAS ULTIMATE CHARITABLE BENEFICI- 
ARIES WHOSE INTERESTS CANNOT BE DECREASED OR 
EXTINGUISHED BY AN INVASION OF THE TRUST CORPUS. 


Appellant in Paragraph Four of the trust instrument 
(J.A. 15) refers to ‘‘the revised Constitution . . . of donor 
which is hereby referred to and made a part hereof”. 
This' reference was to the Association’s Constitution of 
1928. Article VII, Section 5 reads: 


When and after all annuitants have received the full 
annuity as authorized by Article IX of this Constitu- 
tion, the surplus of the annuity fund shall be used 
for relief or benefit of the white teachers of the Public 
Schools of the District of Columbia for such pur- 
poses and in such manner as the board of trustees shall 
direct, and when all annuitants are deceased, the entire 
income shall be so used, provided that no person shall 
receive more than six hundred dollars ($600.00) in 
any one year. (J.A. 12-13) 


Article VILL, Section 5 of the 1931 Constitution (J.A. 22) 
contains substantially the same provision for ultimate use, 


except that annuity fund surplus and, eventually, the entire 
trust income shall be used for those nonmember white 


teachers who ‘‘may be permanently or temporarily in- 


eapacitated either mentally or physically’’. 


It is the appellee’s position as trustee that these incapaci- 


tated teachers are ultimate beneficiaries of the income 
of the trust fund. Neither the trust instrument nor the 
' Constitutions of 1928 and 1931 mentioned anything at all 


about revocation of the trust or invasion of the trust fund. 
Yet both Constitutions distinctly named a particular class 
as beneficiary after all annuitants had died. Obviously, 


_ after this occurrence, the trust fund was not to lie fallow. 
It was to continue feeding the annuity fund, which would 


be used for the purposes set forth above. The trust fund 
is to be held in perpetuity by the trustee, to be adminis- 


"tered ‘‘in such manner as the Board of Trustees shall 


direct’. Thus the Board of Trustees is under a duty, 
as soon as an annuity fund surplus appears, to direct this 
surplus to the relief of the ultimate beneficiaries. This 
same Board is now attempting to obtain the very funds 
of which it has been appointed guardian. 


That the Association adopted a revised Constitution on 
June 24, 1957 (J.A. 53-55) which authorized invasion of 


' corpus to pay increased yearly sums to the annuitants 


(Article X, Section 1) does not change the plain duty of 
the Board of Trustees. It is true that a settlor may, with 
the consent of all beneficiaries, revoke a trust.* But a 
trust may not be terminated, even though all known bene- 
ficiaries consent, if there are other unascertained benefici- 
aries whose interests would be destroyed or decreased 
thereby. See Hurt v. Gilmer, 59 App. D.C. 282, 40 F.2d 
794 (1930); III Scorr, op. cit. §340, at 2487. Of course, 
to the extent that appellant must invade corpus to pay 
increased annuities, the interest of the incapacitated 
teachers would be destroyed. 


4 See quotation from IIT Scorr, TausTs § 329A, supra, p. 7. 
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It is the duty of a trustee to preserve the corpus of his 
trust, II Scorr, op. cit. §176, and the trustee has no author- 
ity whatsoever to convey the corpus to a beneficiary con- 
trary to the trust terms, zd. §226. Certain trustee duties 
have idevolved both upon appellee and upon appellant’s 
Board of Trustees. Each must perform its duty by pre- 
serving the trust corpus, and to the extent that either one 
requests or permits invasion, that duty is breached. 


pang 


APPELLANT MAY NOT ASSERT THAT ITS ACTION IN MAKING 
TRUST FUND INCOME AVAILABLE FOR THE RELIEF OF 
NONMEMBER BENEFICIARIES WAS ULTRA VIRES. 

Appellant contends in its brief (p. 17) that its irrevocable 
commission of funds of the Association to benefit white 
publi¢ school teachers of the District of Columbia was 
invalid because ‘‘in violation of the original purpose ... of 
the corporation’’, z.e., ultra vires. In support it points 
out that the object of the corporation, as set out in its 
articles of incorporation, was to benefit members, and as 
the ultimate beneficiaries would not be members, its action 
was ‘‘invalid and unenforceable’’. 


Appellant fails, however, to point out that the original 
Constitution of the Association defines its purpose so as to 
bring aid to the ultimate charitable beneficiaries well within 
its corporate objects: 


'**The object of this association shall be to provide 
and furnish pecuniary aid ...to...its members... ; 
and also to receive, hold and expend, in such manner 
as the donors may designate, donations of money for 
the aid of other teachers not hereinbefore provided 
for.”? (J.A. 44-45) 


Since the Association’s membership was closed in 1928 
(J.A.'30), all members of appellant involved in the present 
action joined while this constitutional clause was in effect 
and had notice thereof. And, of course, each member 
joined the Association with the express understanding that 
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he would be bound by any changes made in its laws (Cer- 
tificate of Membership, Item E, J.A. 53). Thus, every 
present annuitant is bound by the ultimate disposition of 
the trust fund. Furthermore, appellant attempts to justify 
invasion by stating that each member joined in ‘‘anticipa- 
tion’’ of receiving an annuity of $600 per year (Brief for 
Appellant, p. 18). If in fact true, such anticipation was 
unjustified. Although no annuity may exceed this figure, 
each payment, no matter how small, is made in full satis- 
faction of all claims to date (Certificate of Membership, 
Item D, Exhibit C to Defendant’s Answer). Thus, the 
trust’s ultimate charitable purpose is well within the Asso- 
ciation’s corporate objects; all members have notice thereof, 
and are bound thereby. 


Furthermore, appellee questions whether, in the present 
day, a corporation’s contributions to charity can be 
considered outside its proper objects. See A. P. Smith 
Mfg. Co. v. Barlow, 13 N.J. 145, 98 A.2d 581, appeal dis- 
missed, 346 U.S. 861 (1953). The question is particularly 
apt in appellant’s case. The Association was founded under 
the auspices of the whole teaching body of the District, not 
just by a small group thereof (J.A. 27); much of the 
money for the trust fund was obtained from the public, 
which undoubtedly contributed with an eye to the welfare 
of all teachers, not just Association members (J.A. 28-29). 
‘With these facts in mind, it would be difficult to say that 
the action of the Association members at its 1928 meeting 
was ultra vires. 


In any case, that doctrine is not available to appellant 
in this situation, for the following reasons: 


1. Appellant’s act was not a crime, nor did it adversely 
affect the rights of the public, or of creditors. It was passed 
upon at the Annual Meeting of members in 1928, and rati- 
fied by a proper constitutional amendment in 1931. An 
iact which technically may be outside the power of a cor- 
poration, which is not criminal or against public policy 
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or in fraud of ereditors, and which is subsequently ratified 
by the corporation and its stockholders, may not be asserted 
as ultra vires. See, e.g., Whitney v. Wyman, 101 U.S. 1050 
(1880) ; Tryson v. Southern Realty Co., 51 App. D.C. 59, 
274 Fed. 135 (1921). 


2. The rule that a corporation shall not give away its 
property is established for the benefit of creditors and 
stockholders. If creditors are not harmed, and stock- 
holders consent (indeed, in the instant case the ‘‘stock- 
holders’”’ initiated the act), the act is valid. Futurity 
Realty Corp. v. Passaic Nat’l. Bank & Trust Co., 2 
N.J. Super. 175, 62 A.2d 706 (1953); MacQueen v. 
Dollar Sav. Bank Co., 1383 Ohio St. 579, 15 N.E.2d 
529 (1938). Furthermore, members who previously con- 
sented to the Association’s action are now in no posi- 
tion to object. Tryson v. Southern Realty Co., supra; Fu- 
turity Realty Corp. v. Passaic Nat’! Bank & Trust Co., 
supra. 


3. Finally, the doctrine of laches bars appellant’s at- 
tempted invasion. All the facts regarding permanent dis- 
position of the trust corpus were before the Association 
in 1928. Actually, before it was decided to set up a trust, 
certain members wanted immediate distribution of all funds 
(J.A. 30). But no dissenting voice was raised thereafter. 
Appellant had ample opportunity, anytime after 1928, to 
litigate its claims, but failed to do so. Of approximately 
236 members living in 1928, 191 had died by April 7, 1959 
(Affidavit of Mary L. Chadwick in Support of Plaintiff’s 
Motion for Summary Judgment). Hach of these now-dead 
members would be entitled, if living, to share in the dis- 
tribution of the trust corpus. Obviously they cannot do 
so. It would be inequitable to permit the members pres- 
ently living to use the wealth which would, if distributed, 
rightfully belong to all members. In such a situation, laches 
bars the appellant’s claim. See Galliher v. Caldwell, 145 
US. 368, 372 (1892). This action is one in which ‘‘evidence 
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has been lost, memories have faded, and witnesses have dis- 
appeared’. Order of Railroad Telegraphers v. Railway 
Express Agency, Inc., 321 U.S. 342, 349 (1944). Even if 
appellant’s claim to the trust fund corpus could have been 
asserted in 1928 it should not be permitted after some 
thirty years’ slumber. See Landell v. N orthern Pac. Ry., 
122 F. Supp. 253 (D.D.C. 1954), aff’d, 96 U.S. App. D.C. 24, 
223 F.2d 316, cert. denied, 350 U.S. 844 (1955). 


CONCLUSION 


Appellee submits that the court below was entirely cor- 
rect in holding that appellant had irrevocably committed 
the corpus of its trust fund in 1928. On the facts, the Asso- 
ciation undoubtedly intended to do so, and it cannot now 
decrease the interest of ultimate charitable beneficiaries by 
an invasion. Furthermore, the Association is barred from 
pleading the doctrine of ultra vires. Therefore, the deci- 
sion below should be affirmed. 


Respectfully submitted, 
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UNITED STATES COURT OF APPEALS 
For the District of Columbia Circuit 


No. 15,202 


TEACHERS ANNUITY AND AID ASSOCIATION 
OF THE DISTRICT OF COLUMBIA, | 
a corporation, 


Appellant , 


Vv. 


THE RIGGS NATIONAL BANK OF WASHINGTON, D.C., 
Trustee, Successor By Consolidation To The 
WASHINGTON LOAN AND TRUST COMPANY, 
A Banking Corporation of the District _ 
of Columbia, Trustee, 


Appellee. 
APPEAL FROM THE UNITED STATES DISTRICT COURT | 


FOR THE DISTRICT OF COLUMBIA 


REPLY BRIEF 


ARGUMENT 


Appellant will reply to each of the points as argued by appellee 


in its brief. 


I. 


THE TRUST ARRANGEMENT CREATED BY THE APPEL- 
LANT ASSOCIATION IN 1928 WITH ITS FUNDS WAS SUB- 
JECT TO LATER REVISION AND MODIFICATION BY THE 
ASSOCIATION 


The appellee incorrectly contends that the trust arrangement of 


1928 (under the trust agreement of 1928 and the revised Constitution of 


the Association of 1928) was not subject to later modification by the 
Association. 


All of the legal authorities cited by appellee on this point do no 
more than state the basic rule of trust law that a settlor can not modify 
the terms of the trust unless there is reserved to him a right to do so. 
Appellant has shown in its brief that the present case is within this rule 
in that the arrangement created by it in 1928 with its accumulated funds 
was Clearly subject to future modification by the Association. 


The appellee-trustee, in its argument, strained to give the trust 
arrangement created by the Association in 1928 an effect or status 
separate and apart from the Constitution of the Association which latter 
document appellee concedes is subject to amendment from time to time 
by the Association. On the one hand, the trustee is compelled to look 
to the provisions of the Constitution of the Association for all the sub- 
stantive provisions of the trust and yet, at the same time, the trustee 
declines to recognize that those same provisions of the Constitution, 
like every other provision thereof, are subject to amendment by the 
Association. 


In its argument appellee-trustee undertook to separate from the 
1928 Constitution those provisions which it needed to give the trust sub- 
stance, but then attempted to push aside another provision of the same 
Constitution (Article XI - Amendments) (JA 14) which expressly pro- 
vided that the former provisions were subject to amendment by the 
members of the Association. The trustee can not take one without the 
other. If the trustee is to admit that the trust agreement is inseparably 
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tied to and dependent upon the provisions of the Constitution of the Asso- 
ciation, as it must, then it must also accept those provisions of the 
Constitution subject to the characteristics inherent in them — specific- 
| 
ally, that they, along with other provisions of the Constitution, were 


subject to future amendment by the Association. 


Appellee contends that although the appellant Association has the 


continuing right to amend its Constitution it can not, by such amend- 
ment, modify the trust. If the trust instrument could stand and be 
administered on its own, separate and apart from the Constitution of 
the Association, then there would be a reasonable basis for contending 
that the trust could not be modified by amendment to the Constitution. 
On the other hand, if the trust is tied to and dependent upon the Consti- 
tution — as it in fact is — then the trust is subject to modification to 
the extent that such Constitution is amended. | 


The very nature of the trust arrangement here involved empha- 
sizes the correctness of the appellant's position. That arrangement 
included a trust instrument (JA 14) which "deposited" the funds of the 
Association in the hands of the appellee-bank, as trustee, for invest- 
ment and management for an indefinite period but which then required 
reference over to a separate document, the Constitution of the appellant 
Association, for the purpose of determining the purpose and object of 
the trust arrangement, the beneficiaries, and the amounts to be paid. 

It must be assumed that if the Association had wanted to make a final 
and irrevocable commitment of its funds in 1928 — as appellee contends 
it did — that the Association would have executed a trust agreement 
which was complete in itself and not one that was tied to and which 
could be administered only by reference over to the provisions of an- 
other document which contained the working rules of the Association, 
namely, the Constitution of the Association. ! 

The appellee, throughout its argument, repeatedly overlooks the 
complete dependency of the trust instrument upon the provisions of the 
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Constitution of the Association which were all subject to future amend- 
ment or change (subject only to the limitation that such amendment was 


consistent with the object of the Association as contained in its Articles 


of Incorporation). 


Appellee incorrectly states (appellee's brief, page 8) that "the 
only reference in the trust instrument to future changes in the terms of 
the trust was made in Paragraph Eleven" (which paragraph makes 
several express references to "future revision" of the Constitution of 
the Association). The 4th paragraph of the trust instrument specifically 
makes reference to anticipated future changes in the trust by virtue of 
future changes in the Constitution which is made a part of the trust. 
Paragraph Four of the trust provides "whereas a copy of the revised 
Constitution aforesaid of donor which is hereby referred to and made a 
part hereof and for identification signed by the Recording Secretary of 
donor on its behalf, is hereto attached and shall be treated as the Con- 
stitution now in force, and trustee shall be entitled to consider that such 
Constitution shall remain in force until notified officially by donor" 
(emphasis supplied) (JA 15). 


Appellee mentions only by footnote Paragraph Sixteen of the trust 
instrument the language of which expressly anticipated the possibility 
that the corpus of the trust might be distributed at some future time. 
Paragraph Sixteen, in dealing with the trustee's compensation, provided 
for "a further fee of three (3) per cent of the corpus of the 'trust fund' 
if and when such corpus should be distributed by trustee in any manner 
whatsoever." (JA 17) Such a distribution of corpus would be accom- 
plished, as would other substantive changes in the trust, by the means 


of a future revision or amendment of the Constitution of the Association. 


When the aforementioned provisions of the trust instrument are 
considered in the light of the entire contents of the trust instrument 
along with the provisions of the 1928 Constitution of the Association, 
which is expressly made a part of the trust (JA 15), it becomes clear 
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that the trust instrument only undertakes to deal with the investment and 
managerial functions of the trustee in handling the funds of the Associa- 
tion and that the substantive provisions of the trust, including the right 
to make future modifications therein, are contained in and to be con- 
trolled by the Association through its Constitution and future revisions 
thereof. . 


Appellee states (appellee's brief, page 8) that "The Court will 
note that nowhere in this paragraph (Paragraph Eleven of trust), nor, 
indeed, anywhere in the instrument, did the appellant-donor reserve a 
power to alter, amend, or invade the trust fund." This statement has 
a completely erroneous connotation by suggesting that because the trust 
document does not, in express language, state that the Association had 
the right to modify as to the "trust fund" that it was the intention that 
the Association should not have such right. It is, however , abundantly 
clear that the trust instrument did not even purport to reserve or give 
such power or any other right or power of the donor Association in and 
to its accumulated funds, all of such matters of substance being con- 
tained in the provisions of the Constitution of the Association to which 
the trust instrument is tied. As previously noted, all provisions of the 
Constitution, including those relating to the "trust fund", were subject 


to amendment by the Association. 


II. 


THE INTERESTS OF THE NON-MEMBER GROUP 
DESCRIBED AS "THE WHITE TEACHERS OF THE 
PUBLIC SCHOOLS OF THE DISTRICT OF COLUM- 
BIA" WERE SUBJECT TO MODIFICATION ~ 


In Part II of its brief the appellee, in effect, argues that the 
appellant Association was not entitled to amend its constitution as it did 
in 1957 because such amendment affected the interests of the ultimate 
income beneficiaries (the group described as the "white teachers of the 
Public Schools of the District of Columbia" for whose benefit the Board 


of Trustees of the Association, in its discretion, was to use the surplus 
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of the annuity fund after paying the annuities to members). The argu- 
ment begs the question. The real issue relates to the nature of the 
interests of such income beneficiaries — specifically, whether the pro- 
visions creating such ultimate beneficiaries and, accordingly, the inter- 
ests of such beneficiaries were subject to modification or amendment 

by the Association. 


In this connection it is significant to note that the provisions relat- 
ing to the interests of these ultimate income beneficiaries (the "white 
teachers" etc.) are contained only in the revised Constitution of the 


Association, no mention whatsoever of such beneficiaries being made in 
ss AEE SOCV ES OP SECMVENETICIATICS DEINE Made 1 


the trust instrument. As previously shown by appellant in its brief, the 
aforementioned provisions of the Constitution of the Association relating 
to these ultimate beneficiaries, as other provisions of the Constitution, 
were subject to modification and amendment by the Association. Accord- 
ingly, the action taken by the Association in 1957 to amend its Constitu- 
tion so as to increase the annuities to its members in furtherance of its 
corporate object was entirely proper and was not subject to objection on 
the ground that it might indirectly diminish the amount of income which 
the Board of Trustees of the Association might eventually have available 
to use for the "white teacher” group. 


Although in Part II of its argument, appellee takes the position 
that the interests of these "ultimate beneficiaries" are final and fixed 
and not subject to modification, appellee, in Part I of its argument, in 
effect, concedes the correctness of the appellant's position that such 
interests were subject to being modified or divested by the Association. 
Appellee's brief at page 8 quotes the Eleventh Paragraph (JA 16) of the 
trust instrument (which paragraph makes several references to "future 
revision" of the revised Constitution of the Association) and in an effort 
to draw a distinction between the right of the Association to amend or 
modify provisions of its Constitution relating to the "annuity fund" 
(income) as against the provisions relating to the "trust fund" (corpus), 
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appellee points out (appellee's brief, page 8) that "conversely , as to the 
annuity fund, the paragraph (11) specifically mentions constitutional 
changes which might affect receipt and disbursement of the fund itself" 
(emphasis supplied by appellee). This clearly demonstrates that the 
interests of these ultimate income beneficiaries — the "white teacher" 
group — was subject to being modified or completely changed by the 
Association through the means of amendments to its Constitution, as 


expressly anticipated by the trust instrument. 


Il. 


TO THE EXTENT THAT THE PROVISIONS RE- 
LATING TO THE "WHITE TEACHER" GROUP 
MIGHT BE CONSTRUED AS AN IRREVOCABLE 
COMMITMENT OF THE APPELLANT'S FUNDS, 
THEY ARE INVALID 


With reference to the provisions in the Constitution of the Associa- 
tion relating to the use of the surplus annuity funds for the benefit of the 
group described as the "White Teachers of the Public Schools of the 
District of Columbia," appellant has taken the position (appellant's 
brief, pages 16, 17) that (1) no changes were made by the 1957 amend- 
ments to the Constitution in the provisions relating to the "white teachers" 
so that any amount of annuity fund remaining after payment of the annui- 
ties to members would still be available, as provided, ‘for the benefit 
of such "white teachers"; (2) appellant's principal position on the pro- 
visions relating to the "white teachers" is that to the extent that the 
interest of such group is indirectly affected by the 1957 amendments to 
the Constitution which increased annuities to members , that such pro- 
visions, like other provisions, were subject to modification or amend- 
ment (see Sections I and II of appellant's brief); and (3) only asa 
secondary argument to the foregoing does appellant contend that to the 
extent that the provisions relating to "white teachers" (as placed in the 
Constitution for the first time in 1928) might be construed as irrevoc- 
ably committing the funds of the Association to a purpose benefiting 


persons who are not members of the Association that such provisions 
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would be unenforceable as being beyond and in violation of the original 
purpose and object of the corporation. In this connection the object for 
which the corporation was formed should be determined with reference 
to the Articles of Incorporation of the Association. Those articles pro- 
vided; "the business and objects of the said Association are the forma- 


tion and accrual of a fund for the allowance of annuities to retired and 


permanently disabled teachers who are members of the Association, by 


means of a stipulated and periodical payment of membership dues, and 
by contributions from whatever source."" (emphasis supplied) (JA 43) 
The foregoing statement of the corporation's object as set forth in its 
Articles of Incorporation and which provides for the use of the funds of 
the Association only for the benefit of members remains unchanged and 
is in effect today. 


Appellee contends that the use of the accumulated funds of the 
Association for a charitable purpose benefiting non-members of the 
Association, was within the corporate object of the Association. To 
support this contention appellee relies upon language contained in the 
object statement of the original constitution of the Association (the Con- 
stitution, in legal effect, being the by-laws of the corporation — see 
authorities cited in appellant's brief, pages 11, 12) which language is 
not contained in the Articles of Incorporation. The section of the origi- 
nal Constitution referred to by appellee provides as follows: "The object 
of this Association shall be to provide and furnish pecuniary aid, from 
time to time, to such of its members as shall be incapacitated for teach- 
ing in the public schools of the District of Columbia, by reason of sick- 
ness or advanced age, in such manner and upon such terms and condi- 
tions as the said Association by its Constitution and by-laws shall 
prescribe; and also to receive, hold and expend, in such manner as the 
donors may designate, donations of money for the aid of other teachers 
not hereinbefore provided for" (JA 44-45). 


On the basis of the latter portion of the above quoted paragraph, 
appellee contends that the accumulated funds of the Association, which 
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were specifically collected and held solely for the payment of annuities 
to dues-paying members could, consistent with the corporate object, 
be given away for a charitable use benefiting non-members of the Asso- 
ciation. A close examination of such language will show this to be 
incorrect. Such language clearly refers only to the limited Situation 
where money is donated to and held by the Association for a purpose 
specified by the particular donor and can not, even by a strained inter- 
pretation, be construed as authorizing the giving away of the accumulated 
funds of the Association, which were held for the purpose of paying 
annuities to members, to a charitable purpose. As far as is known, the 
Association at no time received or handled any donations for teachers 
not members of the Association and, accordingly, this provision has no 
application whatsoever to the issue before the Court. None of the funds 
of the Association now on deposit with appellee were donated to the 
Association for the aid or benefit of any non-member of the Association. 
All such funds were received and held by the Association specifically 
and solely for the purpose of fulfilling the corporate object of paying 


benefits to members of the Association. 


It is abundantly clear from a reading of the Articles of Incorpora- 
tion of the Association, the original Constitution of the Association and 
the certificates of membership issued to each member that the Associa- 


tion was formed and the members joined and made regular payments 


from their meager teaching salaries into the funds of the Association 
solely for the purpose of providing annuity payments to such members 
and certainly not for the purpose or with the expectation that their hard- 
earned funds would ultimately be used for the benefit of complete strang- 
ers to the Association who had contributed nothing to its funds. It would 
be as much of a violation of the basic corporate object of the appellant 
Association to irrevocably commit its accumulated funds to a charitable 
purpose benefiting non-members of the Association as it would be for 
any mutual insurance company to take funds which have been accumulated 
and held for the payment of benefits to its OES and give those funds 
to a charity. 
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Appellee, in its brief (p. 13), "questions whether, in the present 
day, a corporation's contributions to charity can be considered outside 
its proper objects" and in support thereof cites the case of A. P. Smith 
Mfg. Co. v. Barlow, 13 N.J. 145, 98 A. 2d 581, appeal dismissed, 

346 U.S. 861 (1953). The A. P. Smith case upheld, over the objections 
of stockholders, a contribution by a business corporation engaged in 


manufacturing to a private educational institution — the evidence show- 


ing that such donations created a favorable environment for the com- 
pany’s business operations. This decision has no application to the 
appellant, a mutual benefit Association, or to the use by it of the funds 
accumulated solely for the purpose of paying annuities to its members. 


In support of its contention that appellant is barred from raising 
the ultra vires point discussed earlier, appellee cites (appellee's brief, 
p. 14) the cases of Whitney v. Wyman, 101 U.S. 1050 (1880), and 
Tryson v. Southern Realty Co., 51 App. D.C. 55, 274 Fed. 135 (1921). 
Neither of these cases (the Whitney case, involving the validity of a 
contract for machinery made by a corporation before it had completed 
all of the formal incorporating steps, and the Tryson case, involving 
the sale of the Southern Building in Washington, D.C. by a business 
corporation) is applicable to the situation presented by the present case. 


Appellee cites (appellee's brief, p. 14) the cases of Futurity 
Realty Corp. v. Passaic Nat'l. Bank & Trust Co., 2 N.J. Super. 175, 
62 A. 2d 706 (1953) and MacQueen v. Dollar Sav. Bank Co. , 133 Ohio 
St. 579, 15 N.E. 2d 529 (1938) in support of the proposition that "If 
creditors are not harmed, and stockholders consent . . ., the act is 
valid."' Appellee failed to fully state the law of these cases and the law 
in general. Both of these cases expressly hold that if creditors are not 
harmed and all the stockholders consent the transaction is not objection- 
able. Accordingly, these decisions do not apply to the present case. 
As shown by the affidavit of the President of the appellant Association 
(JA 58-59) ''The action taken by the Association in 1928 and 1931 was 
not taken by the unanimous action of the members; that a relatively 
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small group of the members directed the policy of the Association and 
acted as the moving force in the action taken by the Association in 1928 
and 1931; that a substantial number of the members were not in agree- 
ment with the action taken by the Association in 1928 and 1931."" (see 
authorities cited in appellant's brief, p. 19-20). In contrast to this, 

the action taken by the Association in 1957 to amend its Constitution 
was taken by the unanimous action of the Board of Trustees of the Asso- 
ciation and by 100 per cent of the members of the Association (JA 33, 
59). 


The appellee also contends in connection with the foregoing points 
that the appellant Association is barred by the doctrine of laches from 
objecting to the action taken by the Association in 1928. This conten- 
tion is based upon the assumption that there was an irrevocable commit- 
ment of the funds of the Association under the trust, whereas it is the 
position of the Association, as previously discussed, that, at all times 
after 1928, it had a continuing right to modify the trust arrangement by 
the means of amendments to its Constitution and to which the trust was 
tied. All of the cases cited by appellee (appellee's brief, pages 14 and 
15) on the laches point are clearly distinguishable from our situation in 
that in these cases the rights of third parties in some instances and of 
the adverse party in all instances would have been clearly impaired due 
to substantial changes in relationships or conditions during the period 
of delay whereas, in the present case, neither the adverse party, the 


trustee, nor any ascertainable third party was to any extent injured or 


prejudiced by reason of the passage of time. 


CONCLUSION 


The appellant Association submits that the trust arrangement 
created by it with its funds in 1928, which was tied to and subject to the 
Constitution of the Association, was subject to modification by the Asso- 
ciation to the extent that the Association revised or amended its Consti- 
tution. The right to so modify was a continuing right on the part of the 
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Association. The Association was entitled to revise its Constitution in 
1957 to increase the annuity payments to its members. Accordingly, 
the decision of the lower Court should be reversed. 
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